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FOREWORD 


By  the  Rt.  Hon.  David  Lloyd  George,  O.M.,  M.P. 

The  Liberal  Party  should  be  profoundly  grateful  to 
those  responsible  for  this  book  for  sketching  the 
contours  of  the  new  Liberalism.  There  has  been  a 
distinct  tendency  to  imagine  since  the  War  that  in 
the  political  battles  a  constructive  programme  was  a 
dangerous  weapon  more  hkely  to  scatter  the  ranks 
of  friends  than  damage  the  front  of  the  enemy.  Many 
seem  to  hold  that  the  weapons  that  were  good  enough 
in  1906  should  be  sufficient  for  victory  now,  for¬ 
getting  that  our  equipment  is  as  inadequate  for  the 
formidable  problems  created  or  intensified  by  the 
War  as  the  artillery  of  1914  was  for  attacking 
the  trenches  of  1918. 

The  result  has  been  that  we  have  been  directing 
our  fire  on  abandoned  dug-outs.  The  truth  of  this 
was  emphasised  recently  in  the  House  of  Lords 
debate.  The  results  of  the  Veto  Bill  were  acclaimed 
by  the  sons  of  the  very  men  who  had  denounced  it 
little  more  than  fifteen  years  ago  with  every  weapon 
of  insult,  innuendo,  and  invective.  It  is  the  same 
with  National  Insurance  and  Home  Rule.  What  is 
treason  in  one  generation  is  reason  in  the  next. 

We  have  to  formulate  a  reasoned  and  an  effective 
programme  to  meet  the  new  needs  and  the  new 
aspirations  of  the  post-war  age. 
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Foreword 


There  are  enormous  opportunities  for  a  party  that 
possesses  enough  sagacity  to  discern  its  course,  and 
enough  audacity  to  pursue  it  right  through  to  the  end. 

I  am  not  at  all  sure  that  in  a  hundred  years 
posterity  will  not  consider  this  age  as  relatively 
barbarous  as  we  regard  the  early  years  of  the  nine¬ 
teenth  century.  We  pride  ourselves  on  our  en¬ 
lightened  humanitarianism  and  indignantly  contrast 
the  present  factory  laws  with  the  child-labour  in  the 
mines  a  hundred  years  ago.  But,  in  spite  of  our 
vaunted  social  conscience,  there  are  still  three  million 
people  in  this  country  living  below  what  economists 
call  the  misery  line — actually  lacking  the  elementary 
necessities  of  civilised  existence.  I  believe  that  the 
writers  of  this  book  wrestle  sincerely  with  these 
problems.  I  believe  that  their  policy  may  act  as  a 
rallying-point  for  men  of  all  parties  and  of  none. 
The  tide  of  events  sweeps  people  into  political 
aggregations  in  which  old  allegiances  are  temporarily 
obliterated  and  only  reappear  in  different  shapes. 
There  was  never  a  time  when  there  were  so  many  I 
politicians  in  the  wrong  party.  There  are  young  ; 
Conservatives  who  are  spiritually  Liberals,  there  are  ; 
older  Liberals  who  are  materially  Conservatives.  The 
majority  of  the  Labour  Party  have  long  since  intel¬ 
lectually  abandoned  the  tenets  they  once  defiantly 
preached.  They  are  looking,  even  if  they  do  not 
admit  it,  for  other  channels  of  expression  for  their 
political  ideals. 

This  confusion  calls  for  an  intelligent  presentation 
of  the  ideas  and  intentions  of  Liberalism.  This  book 
will  help  to  give  to  a  perplexed  generation  a  fair  view 
of  the  contribution  which  the  Liberal  Party  is  pre- 
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pared  to  make  to  the  solution  of  the  urgent  problems 
of  the  day.  It  does  not  profess  to  be  an  exhaustive 
survey  of  the  whole  ground,  or  of  the  best  method 
of  covering  it,  but  it  is  suggesting,  illuminating, 
and  inspiring,  and  those  who  read  it  will  arise 
from  its  perusal  with  a  more  definite  idea  of  the 
task  in  front  of  them  and  with  a  firmer  resolve  to 
achieve  that  task. 

D.  Lloyd  George. 


July  2oth,  1927. 


The  Editors  desire  to  make  it  clear  that  each 
contributor  is  alone  responsible  for  the  opinions 
expressed  by  him  in  the  following  pages,  and  that 
such  opinions  do  not  necessarily  bind  the  Editors  or 
the  London  Liberal  Candidates  Association.  The 
Editors  also  desire  to  express  their  thanks  to  the 
Proprietors  of  the  “  Contemporary  Review  ”  for  per¬ 
mission  to  print  Professor  Gilbert  Murray’s  paper, 
which  was  published  in  the  “  Contemporary  Review  ” 
after  being  given  «s  an  address  to  the  London  Liberal 
Candidates  Association,  and  to  Mr.  C.  F.  Butler 
for  assistance  in  seeing  this  book  through  the  Press. 
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INTRODUCTORY  NOTE 


As  one  of  those  responsible  for  the  organisation  of 
the  London  Liberal  Lectures,  I  have  been  asked  to 
say  a  few  words  as  to  their  origin  and  purpose. 

The  scheme  was  first  discussed  at  the  Oxford 
Liberal  Summer  School  in  1924.  It  then  occurred 
to  some  of  us  that  the  educational  work  of  the 
Summer  School  might  be  usefully  supplemented  by 
a  series  of  lectures  on  somewhat  similar  lines  in 
London,  where  most  of  us  were  Liberal  Candidates. 
We  believed  that,  over  and  above  the  ordinary 
methods  of  party  propaganda,  there  was  room  in 
London  for  a  systematic  attempt  to  re-state  the 
Liberal  philosophy  in  its  application  to  the  major 
problems  of  the  day.  We  hoped  more  especially  to 
appeal  to  thoughtful  men  and  women,  not  necessarily 
calling  themselves  Liberals,  who  would  be  interested 
in  a  serious  presentation  of  the  Liberal  point  of 
view. 

A  London  Liberal  Candidates  Association  had  just 
been  established,  with  Dr.  Macnamara  as  Chairman, 
and  Major  H.  L.  Nathan  and  Mr.  Heathcote  Williams 
as  Hon.  Secretaries.  On  Major  Nathan’s  initiative, 
the  Association  at  once  accepted  responsibility  for 
the  lectures  and  thus  enabled  the  experiment  to 
be  made. 

Everything  depended  on  our  success  in  enlisting 
the  sympathetic  interest  of  Liberal  leaders  and 
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thinkers.  Readers  of  this  volume  will  see  for  them¬ 
selves  that  in  this  respect  we  were  singularly 
fortunate.  We  offer  our  most  grateful  thanks  to 
those  distinguished  Liberals  who  so  readily  gave 
their  services  as  lecturers  or  chairmen,  and  who  have 
now  placed  us  under  a  further  obligation  by  per¬ 
mitting  us  to  reproduce  their  addresses  in  a  per¬ 
manent  form. 


Leonard  Stein. 
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“WHAT  LIBERALISM  STANDS  FOR” 

An  Address  delivered  by  Professor  Gilbert  Murray  to  the 
London  Liberal  Candidates  Association  at  the  Caxton  Hall,  West¬ 
minster,  on  October  25th,  1925. 

Chairman  :  The  Rt.  Hon,  The  Earl  of  Oxford  and  Asquith, 

K.G. 

The  controlling  fact  in  British  party  politics  at 
the  moment  is  that  while  political  opinion  has  broken 
up  into  several  groups,  and  seems  likely  to  break 
up  further,  the  machinery  of  the  two-party  system 
is  imposed  upon  us,  to  all  appearance  irrevocably. 
A  system  that  more  or  less  accorded  with  reality  in 
the  greater  part  of  the  nineteenth  century  has  been 
perpetuated  into  conditions  where  it  no  longer  fits. 
A  large  and  increasing  number  of  voters  are  finding 
themselves  driven  to  voting  emphatically  against 
the  men  and  principles  they  dislike  most,  rather 
than  for  those  which  they  like  best.  This  is  not  a 
good  thing.  Incidentally,  it  hits  Liberalism  hard. 

But  the  real  objection  to  it  is  that  it  favours  extreme 
parties,  and  increases  the  element  of  uncertainty  in 
politics.  On  the  other  hand,  we  must  not  imagine 
that  it  is  entirely  new.  The  primary  condition  of 
Party  Government  is  that  each  man  must  sink  minor 
differences  and  preferences  in  order  to  co-operate 
with  the  largest  possible  mass  of  his  fellow-citizens 
in  securing  the  ends  that  he  thinks  essential.  He 
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makes  sacrifices  in  order  to  co-operate,  but  he 
knows  that  others  are  making  sacrifices  too,  and  he 
hopes  that  by  co-operating  in  the  matters  where 
there  is  agreement  he  may  legitimately  influence  his 
fellow-workers  in  the  matters  where  there  is  still 
disagreement.  No  party  can  ever  be  quite  uniform. 
There  are  probably  few  men  over  middle-age  here 
who  have  not  occasionally  remonstrated  or  protested 
against  the  choice  of  candidates  made  by  their  local 
Liberal  Association  or  the  votes  of  their  Liberal 
member. 

I  say  this  to  suggest  that  our  present  difficulties 
are  not  entirely  new  ;  they  are  only  rather  worse 
than  before.  Neither  are  they  peculiar  to  us  : 
they  affect  all  parties.  The  Duke  of  Northumberland 
has  to  support  Mr.  Baldwin  and  control  his  indigna¬ 
tion  while  his  leader  expresses  sympathy  for  miners, 
puts  Jews  into  the  Government,  and  praises  the 
League  of  Nations.  In  the  Labour  Party  Mr. 
Wheatley  has  from  time  to  time  to  support  Mr.  Mac¬ 
Donald  and  at  the  same  time  modify  his  language  so 
as  not  fatally  to  alienate  the  admirers  of  Mr.  Saklat- 
vala.  It  is  all  in  the  game,  and  nothing  new. 
What  is  to  some  extent  new  is  the  general  economic 
distress,  which  prevents  the  multiplication  of  candi¬ 
dates.  If  there  were  more  money  available  the 
Revolutionaries  would  run  candidates  against  the 
orthodox  Labour  candidates,  the  Fascists  would 
oppose  Baldwinites,  and  we  Liberals  would  no 
doubt  put  up  candidates  in  every  constituency. 
But  in  the  general  poverty  the  ultimate  tendency 
will,  no  doubt,  be  towards  having  two  candidates 
only,  and  the  struggle  between  different  opinions 
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will  take  place  not  in  the  voting,  but  in  the  choosing 
of  the  candidates. 

Now  let  us  try  to  get  clear,  while  remembering 
how  fallacious  are  all  attempts  to  apply  clear-cut 
abstract  principles  to  the  infinite  complexities  of 
practical  life,  as  to  what  we  mean  by  calling  our¬ 
selves  Liberals.  You  will  hear  the  silliest  things 
said,  especially  by  those  who  are  caught  by  the 
Marxian  doctrine  of  the  economic  interpretation  of 
history,  and  consequently  do  not  believe  in  any 
motive  but  the  struggle  for  wealth.  They  disbelieve 
in  principle  altogether.  But  it  is  almost  as  big  a 
mistake  to  suppose  that  a  great  political  party 
acts  on  a  fixed  logical  creed  deduced  from  a  funda¬ 
mental  principle.  Parties  are  separated  by  differ¬ 
ences  of  psychology,  not  of  logic. 

Liberalism  is  a  temper,  a  spirit,  a  method  of  ap-  I 
proach,  and  Conservatism  is,  on  the  whole,  the  opposite  | 
temper.  Both  parties  believe  in  civilisation  and  accept  I 
the  present  order  as  the  result  of  many  centuries  of  ' 
human  progress.  Both  admit  the  need  of  preserving  ' 

the  civilisation  which  we  have  attained  :  both  admit 
that  it  cannot  stand  absolutely  still  where  it  is.  ; 

But  when  some  part  of  the  present  order  is  called 
in  question  and  change  is  in  the  air,  the  two  attitudes 
of  mind  differ.  The  Conservative  tends  to  feel  : 

“  The  institutions  of  the  country  are  being  attacked. 

Our  customs,  our  beliefs,  our  well-tried  traditions 
are  being  undermined  ;  let  us  repel  the  attack  and 
save  the  social  order."  Similarly  in  foreign  affairs, 
if  there  is  trouble  at  Amritsar  or  Shanghai,  the 
Conservative's  first  reaction  is  :  "  Here  is  an  English¬ 
man  in  a  tight  place  :  up  and  defend  him."  He 
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feels  generally  that  a  great  and  beneficent  social 
whole,  all  parts  of  which  are  interdependent,  is 
being  threatened  by  foolish  discontent,  by  faction, 
by  malice,  by  idle  theories  and  day-dreams.  Those 
are  the  pressing  dangers  against  which  he  stands  to 
defend  society.  A  Liberal,  valuing  the  social  order 
just  as  much,  approaches  the  problem  from  the 
other  end.  The  great  danger  to  him  is  the  danger 
of  refusing  to  see  light  or  listen  to  reason,  of  being 
blinded  by  prejudice,  by  self-interest,  by  class 
passion  or  national  passion  ;  of  contentedly  doing 
X  injustice  to  the  weak  because  they  are  weak.  He 
sees  the  social  order  not  merely  as  the  crown  of  past 
centuries  of  progress,  but  as  a  stage  in  a  progress 
'  that  must  continue.  He  sees  the  danger  of  rejecting 
criticism  without  consideration,  the  danger  of  treat¬ 
ing  the  existing  fabric  as  one  indivisible  whole,  and  of 
resenting  every  proposal  to  dig  up  the  roads  as  if  it 
were  an  attempt  to  undermine  the  citadel.  Where 
the  Conservative  cries,  “  Rally  to  defend  Old  Eng¬ 
land,”  we  say,  ”  Make  England  a  better  place,  that 
i  she  may  be  stronger  to  face  the  future.” 

/  The  basic  attitude  of  Liberalism,  then,  is  the 
)  resolve  to  get  free  from  all  the  forces  that  blind  us, 
)  especially  from  prejudice  and  passion  and  self- 
interest,  and  so  try  to  find  out  what  is  true,  and 
then  to  do  what  is  best.  A  much  harder  task  than 
merely  to  defend  Church,  King  and  Country  ;  and 
a  task  which  presents  many  more  opportunities  for 

/-“large  mistakes  ;  but  a  task  quite  as  necessary  and, 
to  thinking  men  and  women,  surely  far  more  glorious! 
In  practice.  Liberalism  has  had  two  main  elements 
,,  in  its  gospel,  Progress  and  Democracy.  Examining 
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freely  the  state  of  the  nation,  Liberals  saw  that  many 
things  needed  changing,  and  chiefly  that  the  poor 
had  need  of  more  freedom,  more  citizenship,  more 
security,  opportunity  and  the  like.  We  saw  this 
need  :  but  apparently  we  did  not  succeed  in  doing 
all  we  should  to  meet  it  ;  and  out  of  the  cumulative 
discontent  that  arose  from  our  failure,  another  Party 
was  formed  which,  leaving  other  principles  aside, 
concentrated  on  the  one  pressing  task  of  organising 
the  labouring  masses,  chiefly  under  leaders  of  their 
own  class,  to  use  their  predominant  voting  power 
for  the  redress  of  their  own  grievances,  and  ultimately 
for  governing  the  country  in  their  own  way.  The 
Labour  Party  contains,  of  course,  large  numbers  of 
excellent  Radicals  ;  but  it  seems  to  me  to  be  essen¬ 
tially  a  Class  Party,  formed  in  a  time  of  stress,  and 
perhaps  justifiably  formed,  to  meet  the  overpowering 
and  neglected  needs  of  a  class  which  includes  numeric¬ 
ally  the  vast  majority  of  the  people.  We  have 
hitherto  agreed  with  Labour  in  most  of  our  social 
programme,  but  we  approach  the  questions  from  a 
slightly  different  angle.  We  act  rather  less  in  the 
direct  interest  of  the  oppressed  class,  rather  more 
in  the  interest  of  the  whole  community,  which  is  j 
poisoned  by  the  existence  of  such  oppression. 

And,  similarly,  when  true  progress  happens  to 
conflict  with  the  desire  of  the  uneducated  masses. 
Liberalism  goes  for  progress.  It  works  for  Educa-  I 
tion,  for  Temperance,  for  Economy,  for  Free  Trade,  ] 
for  justice  to  foreigners  and  subject  races,  for  i 
reform  of  the  marriage  laws,  for  interest  in  new  ? 
scientific  and  religious  ideas — all  of  them  causes 
apt  to  be  unpopular  with  the  average  uneducated 
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man.  Now,  granted  the  existence  of  a  party  which 
aims  at  being  free  from  prejudice,  from  the  bonds 
of  mere  custom,  from  the  bias  of  selfish  interest  and 
superstitious  obscurantism,  what  are  the  main 
directions  in  which  it  will  be  likely  to  move  ? 

If  a  visitor  from  Mars  had  studied  the  state  of 
Europe  before  the  Great  War,  I  think  he  would 
probably  have  been  struck  by  two  principal  evils. 
One  would  be  War  and  the  Fear  of  War,  poisoning 
the  relations  of  peoples,  leading  to  the  competition  in 
armaments,  and  threatening  the  great  downfall  which 
eventually  occurred.  Another  would  be  the  State  of 
the  Poor,  both  in  industrial  and  agricultural  countries. 
We  are,  perhaps,  accustomed  to  think  of  the  indus¬ 
trial  revolution  as  having  made  the  poor  still  more 
poor,  either  absolutely,  or  in  comparison  with  the 
rich  ;  but  perhaps  we  are  wrong.  In  Russia  before 
the  War,  as  now,  a  peasant  family  lived  in  extra¬ 
ordinary  squalor  ;  the  whole  family  had  only  t\vo 
rooms,  one  for  man,  wife,  boys  and  girls  in  summer 
and  one  for  the  same  in  winter  ;  processions  of  these 
starving  creatures  might  be  seen  going  to  worship 
at  a  shrine  where  the  jewels  alone  were  valued  at 
many  millions  sterling,  or  looking  in  at  restaurants 
where  the  wines  cost  ten  guineas  a  bottle.  The 
contrasts  of  riches  and  poverty  in  Russia  and  Poland 
were  probably  greater  than  those  in  England, 
Germany  or  the  United  States.  So  that  this  second 
evil  which  would  strike  our  visitor  from  Mars  would 
not  be  a  new  thing  caused  by  modern  conditions  or 
confined  to  particular  communities  :  it  would  be 
the  old,  well-known,  age-long  misery  and  degradation 
of  the  poor. 
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I  am  not  sure  what  else  the  Martian  might  say. 

It  would  depend  on  his  own  idiosyncrasies  and 
habits.  But  I  suspect  that  he  would  feel  some  of 
that  horror  which  has  often  been  expressed  by 
educated  Chinamen  and  Japanese  at  the  moral 
ugUness  of  Western  civilisation.  Life  in  great, 
crowded  cities  seems,  as  Graham  WaUas  has  shown, 
to  stunt  and  starve  a  great  many  natural  instincts, 
which  then  find  vent  in  all  sorts  of  undesirable  ways 
— drink  and  drugs  and  prostitution  and  gambling, 
and  then  in  the  exploitation  of  all  these  vices  for 
money-making  purposes. 

If  these,  or  something  similar,  were  the  impressions 
made  on  the  Martian,  I  think  it  is  safe  to  surmise 
that  he  would  not  have  voted  Conservative,  and 
fairly  probable  that  he  would  have  voted  Liberal.  ■ 
As  to  the  first  evil.  War,  Liberalism  has  always  stood  i 
for  Peace  and  Arbitration ;  as  to  the  second,  ^ 
Poverty,  Liberalism  has  produced  the  greatest  mass  ' 
of  remedial  social  legislation,  and  certainly  has  , 
contributed  much  the  most  constructive  thinking  ' 
towards  that  end.  As  to  the  third,  the  Liberal 
Party  owes  a  great  part  of  its  unpopularity  to  its 
identification  with  the  forces  of  moral  reform.  We 
are  pohtically  the  descendants  of  the  Puritans  :  we 
combine  the  search  for  righteousness  and  the  belief 
in  freedom  just  as  Milton  did.  We  have  been 
against  Drink,  Vice  and  Gambling— sometimes 
wisely,  sometimes,  perhaps,  unwisely,  and  have  made 
ourselves  respected  and  unpopular  in  consequence. 
There  is  nothing  that  rouses  the  average  man's 
dislike  so  much  as  trying  to  make  him  behave  a  little 
better  than  he  is  accustomed  and  contented  to 
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behave.  I  judge  then  that,  before  the  war,  Liberalism 
was  on  the  great  issues  right ;  and,  on  the  whole, 
people  more  or  less  saw  that  it  was  right,  though 
— like  Christianity  or  Stoicism,  or  any  great  system 
of  thought — it  was  often  difficult  to  live  up  to.  But 
after  the  War  the  situation  had  greatly  changed. 

The  War  while  it  lasted  and  for  some  years  after 
destroyed  Liberalism.  It  reduced  civilised  man  to 
the  condition  of  a  creature  fighting  for  its  life.  When 
men  are  terrified  they  cannot  be  wise  or  generous. 
When  they  are  suffering  acutely  themselves  they 
cannot  think  much  for  others.  Furthermore,  war 
teaches  men  to  get  their  objects  by  force  and  fraud  ; 
and  it  is  surprising  how  quickly  the  lesson  is  absorbed. 
It  is  very  hard,  especially  for  young  people  without 
previous  experience  of  a  normal  civilised  world,  to 
come  back  from  the  war-atmosphere  to  thought¬ 
ful,  honourable  and  reasonable  politics.  The  be¬ 
wildered  herds  that  came  back  from  the  War  could 
listen  without  effort  to  the  extreme  Tory,  who  had 
always  believed  in  military  methods  ;  with  active 
pleasure  to  the  sort  of  blackguard  who  had  previously 
not  been  admitted  to  pubhc  life,  but  now  found  him¬ 
self  its  favourite  son.  They  could  listen  to  the  class- 
war  revolutionary,  who  urged  them  to  apply  inside 
their  own  country  the  methods  they  had  learnt  in 
fighting  the  enemy.  And,  it  is  worth  remembering, 
if  a  nausea  of  the  whole  revolting  business  came  over 
them,  as  it  often  did,  they  were  much  more  disposed 
to  plunge  straight  into  apocalyptic  dreams  of 
brotherhood  and  universal  love  (with  or  without  a 
previous  massacre  of  all  who  disagreed  with  them) 
than  to  consider  the  slow  and  patient  and  reasonable 


What  Liberalism  Stands  For  23 

rebuilding  of  the  shattered  fabric  of  civilised  society. 
And  what  has  been  the  result  ?  I  think  it  may  be 
truly  said  that  the  destruction  of  the  spirit  of 
Liberalism  has  led  us  near  to  the  destruction  of 
civilisation  ;  and  civiUsation  cannot  ultimately  be 
saved  without  a  return  to  Liberalism.  Of  this  I  / 
feel  absolutely  convinced.  Liberalism  is  the  true 
remedy  ;  and  it  is  for  us  to  see  that  it  is  applied.  But, 
unfortunately,  it  does  not  follow  that  the  remedy 
can  be  applied  at  once. 

When  we  say  that  civiUsation  is  in  peril,  what  do 
we  mean  ?  Looking  out  from  Geneva,  or,  shall  I 
say,  from  the  top  windows  of  15  Grosvenor  Crescent, 

I  see  the  danger  in  three  main  forms.  That  great, 
guiding  mass  which  we  speak  of  loosely  as  Europe,  or 
Christendom,  or  the  White  Races,  or  even  the  Great 
Powers,  which  did  with  all  its  faults  represent  the 
highest  level  of  civilisation  and  social  order  and  the 
most  hopeful  guide  towards  the  future — I  might  for 
the  moment  call  it  the  Empire  of  Civilisation — 
is  undermined  within,  attacked  without,  and  in  some 
vital  matters  is  still  pursuing  a  wrong  policy. 

Russia,  which  was  never  quite  an  integral  part  of 
Europe,  is  for  the  time  being  a  liability  and  not  an 
asset.  I  speak  not  merely  of  the  internal  misgovern- 
ment  and  economic  distress,  but  of  the  determined 
rejection  of  most  of  the  social  ideals  believed  in  by 
Liberals  and  associated  with  the  progress  of  Western 
Europe.  Russia  is  definitely  hostile  to  the  social 
order.  In  Italy  constitutional  government  has  col¬ 
lapsed  ;  many  Italian  statesmen  support  the  present 
regime  with  all  its  evils  only  because  the  reaction 
against  it,  when  it  comes,  will  be  terrible.  Spain 
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is  precariously  governed  by  thirteen  generals.  In 
Bulgaria,  in  spite  of  heroic  efforts  at  some  con¬ 
stitutional  reconstruction,  opposition  to  the  Govern¬ 
ment  shows  itself  by  bomb-throwing,  and  the  Govern¬ 
ment  retorts  by  wholesale  hangings  and  shootings. 
The  small  Baltic  Republics  are  harassed  and  per¬ 
secuted  by  revolutionary  movements  engineered 
from  Russia.  Jugo-Slavia  is  over-armed  and  over- 
stimulated.  Rumania  is  badly  governed  and  in 
danger  of  war.  Greece,  after  bearing  an  extra¬ 
ordinary  series  of  calamities  with  fierce  fortitude, 
seems  at  last  to  be  collapsing  to  the  lowest  Balkan 
level.  Turkey,  having  expelled  or  massacred  almost 
the  whole  of  her  alien  populations,  is  divided  between 
a  desire  for  Western  progress  (sometimes  merely 
taking  the  form  of  ham  and  cognac)  and  a  sullen 
relapse  into  national  isolation.  And  all  about  the 
map,  the  refusal  of  America  to  sign  the  Arms 
Traffic  Convention,  agreed  to  by  the  rest  of  the  Allies 
after  the  War,  has  flooded  the  danger  zones  of  the 
world  with  the  armaments  of  the  Great  Belligerents, 
sold  off  cheap,  and  has  thus  made  war  endemic. 
And  even  the  greatest  and  most  solid  Powers,  such 
as  Great  Britain  and  France,  are  not  what  they  were 
before  the  War. 

Still,  Europe  is  on  the  up-grade.  If  she  has  the 
chance  she  will  recover.  There  is  no  doubt  of  that. 
Europe  will  recover  as  Austria,  Hungary  and  Ger¬ 
many  have  recovered.  The  best  single  sign  of  it  is 
that  whereas  in  1920  some  70  per  cent,  of  the  popu¬ 
lation  of  Europe  had  violently  fluctuating  currencies, 
not  attached  to  gold  or  to  any  fixed  standard,  now 
only  3  per  cent,  are  in  that  state.  But  the  trouble  is 
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that  Europe  is  not  being  let  alone.  The  domination  of 
the  white  races  is  shaken.  In  the  War  we  taught  the 
coloured  peoples  to  fight,  and  we  taught  them  that 
white  men  could  be  defeated.  Almost  the  whole 
Moslem  world  is  now  in  a  state  of  protest,  open  or 
secret,  against  Christian  supremacy.  Japan  is,  of 
course,  entirely  free,  and  we  are  all  glad  that  she 
should  be  ;  China  is  struggling  ;  and  the  immense 
multitudes  of  Africa  are  said  to  be  becoming  con¬ 
scious  of  their  sohdarity  as  against  the  white  man, 
and  finding  in  Islam  a  common  religion  and  rallying 
cry.  Here  is  a  new  fact,  a  new  danger,  perhaps 
greater  than  any  which  was  visible  before  the 
War,  and  certainly  one  which  raises  great  difficulties 
for  Liberals. 

There  is  also  another  item  in  this  situation,  about 
which  so  much  foolishness  has  been  written  that  I 
approach  it  with  some  trepidation.  There  is  the 
Russian  Bolshevik  propaganda.  The  Russian 
Government  has  announced  that  it  regards  as  its 
two  principal  enemies  Great  Britain  and  the  League 
of  Nations,  and,  as  far  as  I  can  judge,  it  is  right.  For 
those,  together  with  the  United  States,  are  the 
principal  pillars  on  which  the  edifice  of  our  present 
civilisation  rests.  I  do  not  want  to  say  a  word 
against  the  Bolsheviks.  One  of  the  best  historians  I 
know  thinks  they  are  very  like  the  early  Christians, 
but  he  also  observes  that  the  Roman  Empire  could 
not  stand  the  early  Christians.  I  do  not  want  to 
abuse  them.  But  they  have  taken  on,  among  other 
characteristics  of  the  old  Czarist  Government,  its 
anti-British  policy  in  Asia.  Everywhere  in  Asia, 
from  Persia  to  China,  we  are  up  against  Russian 
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intrigues.  They  are  like  the  old  Russian  intrigues  in 
their  persistence  and  instinctivenefes ;  forming  a 
natural  outlet  for  a  crude  and  rather  barbarous 
patriotism.  They  are  unlike  in  this,  that  they  have 
now  a  gospel  to  preach,  and — so  I  am  informed  by 
those  who  know  the  East  well — a  gospel  which 
exercises  a  strong  fascination  on  the  less  civilised 
Oriental  mind.  The  old  Russian  agent  could  only 
bribe  his  Pathans  or  Punjabis  to  exchange  the  British 
Empire  for  the  Russian  Empire  ;  and  his  offer  was 
not  a  very  attractive  one.  The  new  Russian  agent 
can  urge  them  to  exchange  British  rule  for  freedom. 
Every  nationality  is  to  be  absolutely  free,  without 
and  within.  Without  they  will  form  one  Soviet 
Socialistic  Republic  among  a  number  loosely 
federated  and  acting  fraternally.  Within  they  can 
kill  off  and  plunder  the  rich,  take  what  land  they 
need,  and  all  be  free  together — under  the  guidance 
of  a  Commissar  from  Moscow.  A  very  simple  de¬ 
mocratic  despotism  is  offered  them,  with  none  of  the 
elaborate  legalism  and  organisation  that  seem  so 
necessary  to  the  civilised  Westerner  and  so  needless 
and  repulsive  to  the  Oriental. 

It  is  important  that  we  should  realise  that 
Bolshevism,  like  the  doctrines  of  the  French  Revolu¬ 
tion  at  its  highest  point,  is  not  merely  a  bad  system 
of  government,  it  is  a  religion  for  which  people  will 
kill  and  die.  Its  appeal  is  not  to  Westerners,  who 
will  judge  it  by  its  practical  results,  nor  to  cultivated 
men,  who  will  observe  its  crudities  and  incon¬ 
sistencies.  Its  appeal  is  the  old  appeal  to  all  ig¬ 
norant  and  oppressed  proletariats :  “You  are 
starving  and  suffering  because  you  are  poor.  The 
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rich  have  everything  that  you  want,  and  have  got 
it  by  robbing  you.  They  are  your  enemies.  You 
have  numbers  on  your  side.  Rise  and  kill  them 
and  take  what  you  need."  An  old,  old  appeal ;  but 
never  yet,  as  far  as  I  know,  has  it  had  behind  it  the 
resources  of  a  great,  organised  government. 

I  have  dwelt  on  these  dangers  to  civilisation  be¬ 
cause  they  make  a  difference  to  our  attitude  as 
Liberals.  I  think,  the  disinterested  Martian  looking 
at  the  world  after  the  War  might  very  well  say  : 
“  The  first  need  of  this  society  is  to  see  that  it  does 
not  perish  altogether.  It  may  be  full  of  faults,  but 
it  must  be  saved."  This  throws  us  into  a  conser¬ 
vative  attitude  :  we  must  conserve,  before  we  can 
advance.  Let  us  see  what  this  means. 

Mr.  Keynes  has  spoken  of  a  "  party  of  catastrophe  " 
which  is  permanently  or  precariously  an  element 
in  the  composite  whole  which  we  call  the  Labour 
Party.  There  has  always  been  "  a  party  of  catas¬ 
trophe  "  :  in  the  old  days  it  was  attached  vaguely 
to  our  own  Radical  wing.  It  consists  not  only  of  the 
preachers  of  class  war  and  bloody  revolution.  It 
includes  the  idealists  who  want  soldiers  to  refuse  to 
fight,  and  criminals  to  be  treated  with  peculiar 
respect  and  sympathy  ;  who  think  that  poor  people 
and  coloured  people,  and  especially  rebellious 
coloured  people,  are  always  in  the  right,  and  that 
the  only  way  to  meet  malcontents  is  to  give  them 
more  than  they  ask  ;  who  not  only  feel  sympathy 
with  Abd-el-Krim  and  Mustapha  Kemal,  and  the 
Canton  revolutionaries,  but  actually  wish  them  to 
defeat  the  French  and  the  British.  And,  of  course, 
it  includes  also — what  did  not  exist  before  the  War — 
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a  class  of  deliberate  enemies,  plotting  revolution.  A 
tiny  minority,  no  doubt  :  but  all  revolutions  are 
made  by  small  minorities,  who  succeed  because  the 
soil  is  prepared  for  them.  The  danger  here  is  that 
the  work  of  the  revolutionary  is  made  easy  in  so 
many  ways.  No  large  class  wants  revolution.  But 
it  is  not  difficult  to  make  men  in  danger  of  un¬ 
employment  work  badly  in  order  to  spread  out  the 
jobs  they  have  over  as  many  men  as  possible  ;  and 
it  is  not  difficult  by  systematic  bad  work  to  ruin  an 
industry.  Again,  it  is  not  difficult  to  induce  men 
who  are  feeling  the  pinch  of  poverty  to  strike  more 
than  is  reasonable  ;  and  it  is  certainly  not  difficult, 
when  all  trade  is  in  a  perilous  condition,  to  ruin  it 
completely  by  too  many  strikes.  And  if  trade  is 
ruined,  it  is  not  far  to  Revolution.  It  is  interesting 
to  reflect,  for  instance,  how  the  recent  unauthorised 
shipping  strike,  had  it  been  complete  and  successful, 
might  have  brought  the  whole  people  of  this  island 
to  the  verge  of  starvation. 

Now,  we  are  all  for  democratic  advance.  We  see 
acutely  the  faults  of  the  present  system  of  society. 
But,  I  think,  as  Liberals  we  realise  that  the  present 
system  is  the  result  of  centuries  of  progress  and 
effort,  and  does  represent  something  like  the  highest 
social  order  yet  attained  by  humanity.  We  know 
also  the  infinite  evils  wrought  by  revolution  or 
civil  war,  or  any  state  whatever  which  substitutes 
force  and  fraud  for  the  reign  of  law.  We  stand  for 
Peace  ;  we  stand  for  Parliament ;  we  stand  inside 
the  country  as  well  as  out  for  the  spirit  of  the  League 
of  Nations.  These  considerations  might,  in  certain 
eventualities,  lead  us  into  co-operation  with  the 
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Conservatives.  First,  with  regard  to  the  general 
hegemony  of  the  white  races,  our  Liberal  position 
is  clear.  It  is  expressed  in  Article  XXII  of  the 
Covenant.  We  do  not  believe  in  the  equality  of  all 
nations  ;  we  believe  rather  in  a  certain  hierarchy, 
no  doubt  a  temporary  hierarchy,  of  races,  or,  at  least, 
of  civilisations.  We  believe  that  there  are  “  peoples 
not  yet  able  to  stand  by  themselves  under  the 
strenuous  conditions  of  the  modern  world  ”  ;  and  1 
we  beheve  that  “  the  well-being  and  development  of 
such  peoples  ought  to  form  a  sacred  trust  of  civilisa¬ 
tion.”  We  detest  the  methods  of  Amritsar  and 
government  by  bombing  from  the  air  ;  we  detest  still 
more  the  dishonesty  and  cruelty  with  which  the 
white  adventurer  so  often  treats  the  African.  We  ! 
detest  everything  that  leads  to  the  degradation  or  to  | 
the  virtual  enslavement  of  any  subject  population  ;  j 
and  when  we  speak  of  the  task  of  Great  Britain  in 
gradually  leading  the  Indians  and  others  towards 
responsibility  and  self-government,  we  Liberals 
believe  what  we  say.  But  we  do  not  for  that 
reason  favour  the  expulsion  of  the  British  from 
the  Sudan  nor  a  great  Moslem  rising  against  the 
Christians,  nor  a  negro  rising  against  the  whites. 
We  feel  sympathy  for  Abd-el-Krim  as  for  other  brave 
rebels,  but  we  reahse  that  his  success  would  be  a 
disaster  to  civihsation.  We  are  anxious  that  China 
should  be  as  free  as  Japan,  but  we  want  the  re-estab¬ 
lishment  of  order  and  the  continuance  of  trade.  We 
do  not  want  revolution.  It  seems  to  me  not  probable 
but  conceivable,  that  in  certain  parts  of  Asia  a 
situation  might  arise  in  which  there  might  be  a  choice 
between  giving  way  to  anarchy  and  taking  steps 


30  Liberal  Points  of  View 

which  we  intensely  dislike.  If  such  a  disaster 
occurred  we  should  most  of  us  have  to  go  with  the 
Conservatives. 

In  home  affairs  also  I  see  two  possible  contingencies 
which  would  have  the  same  effect.  One  is  that  the 
Labour  Party  might  fall  under  the  sway  of  that 
mass  of  reactionary,  low-minded  ignorance  that  in 
old  days  we  called  “  the  Tory  mob  ”  ;  the  drinking, 
gaming,  bribe-taking,  alien-hunting  slum-dwellers, 
who  used  to  vote  Tory  but  now  often  vote  Labour, 
and  have  great  ascendancy  in  the  Labour  Party  in 
some  of  the  Dominions,  I  do  not  think,  in  spite 
of  some  ugly  symptoms,  that  this  will  happen  in 
England  in  our  time.  The  other  danger  is  more 
pressing.  It  is  that  the  Trade  Unions,  which  have 
done  such  admirable  social  service  in  the  past,  may 
possibly  become  an  anti-social  influence  in  the  future. 
They  have  had  in  some  ways  a  bad  training.  They 
have  learnt  how  to  gain  industrial  objects  inside 
their  own  trades  by  direct  action — by  striking  and 
picketing  ;  they  can  hardly  help  being  tempted  to 
apply  their  knowledge  to  political  objects.  The  fact 
is  that  in  our  highly  complex  modern  societies  the 
welfare  of  the  whole  absolutely  depends  on  the  good¬ 
will — and,  at  times,  the  self-sacrifice — of  a  great 
many  groups.  Just  as,  in  this  age  of  chemical  war¬ 
fare,  even  the  smallest  nation,  if  really  goaded  be¬ 
yond  endurance,  can  do  infinite  destruction  before 
it  is  crushed  ;  so,  in  this  age  of  complex  industrial 
organisation,  a  comparatively  small  number  of 
determined  rebels  can  do  unlimited  harm.  The 
danger  here  is  not  of  deliberate  wrecking  ;  it  is 
progressive  blackmail,  or  the  holding  of  the  nation 
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to  ransom,  first  by  one  group  of  Unions  and  then 
another,  till  trade  is  ruined.  This  danger  might 
not  be  so  great  were  it  not  for  the  need  of  reducing 
prices  in  the  export  trades,  and  the  impossibility 
of  continuing  to  pay  more  to  road-sweepers  and 
bricklayers’  labourers  than  is  paid  to  a  skilled 
engineer.  This  situation  seems  almost  inevitably 
to  involve  a  conflict  between  the  interest  of  the 
nation  and  the  present  policy  of  some  important 
Unions,  and  it  seems  doubtful  whether  the  Union 
leaders  will  be  able  to  rise  to  the  very  high  degree  of 
prudence  and  patriotism  that  will  be  required  of 
them. 

Apart  from  those  two  spheres,  I  feel  little  or  no 
difficulty  in  the  idea  of  a  pretty  thorough  co-opera¬ 
tion  with  Labour — except  such  temporary  difficulties 
as  arise  from  mutual  rivalry.  On  the  need  of  avoid¬ 
ing  war  all  reasonable  men  are  agreed.  But  Labour 
is  ready  for  increased  arbitration,  for  the  signing 
of  the  Optional  Clause  of  the  Court  Statute,  and  for 
active  measures  of  disarmament.  So  are  many  good 
Conservatives.  But  the  bulk  of  the  party,  while 
accepting  the  successful  work  lately  done  at  Locarno 
over  the  Franco-German  Treaty  and  the  entry  of 
Germany  into  the  League,  are  dead  against  any 
extension  of  arbitration,  are  dead  against  signing 
the  Optional  Clause,  are  deliberately  stimulating 
military  feehng  at  home,  and  have  forced  forward  a 
naval  policy  which  is  little  less  than  scandalous.  The 
increased  cruiser  programme,  at  a  time  when  there  is 
no  enemy  to  attack  us,  seems  not  only  a  wanton  act 
of  expenditure,  but  dangerously  like  the  first  step 
in  a  new  competition  in  shipbuilding  There  is 
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another  and  more  permanent  aspect  of  this  matter. 
The  cruiser  programme  was  a  surrender  dictated  by 
the  Admiralty.  The  mihtary  propaganda  is  the 
work  of  the  War  Office.  Now,  I  feel  strongly  that, 
at  a  time  when  a  policy  of  peace  and  disarmament  is 
necessary  for  Europe,  it  is  extremely  dangerous  to 
have  the  Government  continually  under  the  guidance 
of  professional  soldiers  and  sailors.  It  was  this 
mistake,  more  than  any  other,  which  destroyed 
Imperial  Germany.  Mr.  Gerard,  the  American 
Ambassador  in  Berlin,  narrates  how  the  Kaiser,  being 
in  some  doubt  and  distress  of  mind,  sent  at  once 
for  an  admiral  and  three  generals.  An  American 
in  such  a  condition,  he  observes,  would  probably 
send  for  his  lawyer ;  or,  in  an  extreme  case,  for  a 
clergyman.  It  would  never  occur  to  him  to  send  for 
a  professional  pugihst.  Our  Government  behaves 
more  like  the  Kaiser.  On  every  question  affecting 
armaments  and  foreign  policy  the  Government  has 
professional  soldiers  and  sailors  sitting  at  its  council 
table.  They  speak  necessarily  with  a  professional 
bias  ;  they  represent  what  is  practically  a  sinister 
interest,  and  only  a  strong  Government  with  strong 
convictions  can  venture  to  override  their  advice.  A 
Conservative  Government  will,  as  a  rule,  neither  dare 
nor  desire  to  do  so.  On  the  whole  vast  problem  of 
war  and  peace  we  and  Labour  think  instinctively  the 
same. 

On  the  condition  of  the  poor  our  feelings  are  much 
the  same,  though  our  prescriptions  will  sometimes 
differ.  And  the  difference,  such  as  it  is,  will  be 
almost  entirely  on  a  limited  set  of  economic  ques¬ 
tions,  which  constitute  by  no  means  the  whole  of 
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the  field.  If  we  distinguish  the  Labour  Movement, 
as  it  exists  in  the  country  as  a  whole,  from  its  special 
manifestations  as  a  political  party,  I  think  all  Liberals 
must  regard  it  with  the  warmest  admiration.  Lord 
Haldane  pointed  out  years  ago  that  in  England  only 
5  per  cent,  of  the  people  have  a  secondary  education. 
Ninety-five  per  cent,  leave  school  at  or  before 
fourteen.  That  is  a  shocking  state  of  things.  How 
do  we  expect  reasonable  political  views  from  a 
populace  of  which  such  an  overwhelming  majority 
is  almost  uneducated,  and  so  large  a  part  exposed 
to  continuous  hardship  ? 

But  what  is  striking  is  the  effort  made  all 
over  the  country  by  these  masses  of  people  who 
have  been  starved  of  their  rightful  share  in  the 
general  knowledge  of  man  to  make  an  education 
for  themselves.  The  value  of  the  W.E.A.  and  the 
Adult  Schools  is  not  to  be  judged  by  their  actual 
intellectual  results,  remarkable  though  these  are. 
One  must  remember  that  this  difficult  intellectual 
work  is  done  by  men  who  have  already  done  a 
hard  eight-hours  day,  who  have  no  private  place 
to  work  in,  no  conveniences,  and  who  are  often  so 
tired  that  they  can  scarcely  keep  awake.  One  must 
reahse  also  the  idealism  and  moral  nobility  that 
generally  goes  with  this  educational  side  of  the 
Labour  Movement.  I  took  part  a  few  weeks  ago  in 
an  Adult  School  near  Newcastle,  where  social  sub¬ 
jects  were  discussed,  Marxians,  ordinary  Socialists 
and  a  few  Liberals  being  present.  I  have  often  been 
at  similar  discussions  among  experts  in  Oxford 
Common  Rooms.  In  the  Common  Rooms,  no 
doubt,  one  had  more  expert  knowledge ;  but  I  do 
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not  think  I  ever  heard  conflicting  views  put  with 
more  frankness  and  more  good  temper,  or  more 
serious  and  eager  desire  to  think  things  out.  Take 
another  side  of  the  movement.  I  attended  once  a 
meeting  of  the  Workers'  Travel  Association — an 
association  of  men  and  women  of  the  working  class 
for  co-operation  in  travel.  They  had  made  several 
tours  in  France,  Germany,  Belgium  and  North  Italy  ; 
they  had  stayed  partly  in  cheap  inns,  partly  in  the 
houses  of  foreign  workpeople  ;  they  had  attended 
lectures  and  explanatory  excursions  conducted  by 
foreign  trade  unionists  ;  and  they  had  prepared 
themselves  beforehand  by  evening  classes  in  French 
and  German.  Similar  return  tours  from  the  Con¬ 
tinent  were  being  arranged.  The  secretary  explained 
that  the  state  of  the  exchanges  made  it  very  difficult 
for  Germans,  Austrians  and  others  to  pay  their  way 
in  England,  and  asked  for  offers  from  those  who 
were  willing  to  give  bed  and  breakfast  gratis  for  a 
week  or  two  to  a  foreign  worker  and  his  wife.  As 
I  went  away  he  was  being  besieged  by  practically 
the  whole  audience,  all  of  them  working  class,  all  of 
them  poor,  undertaking  a  kindness  which  probably 
in  most  cases  involved  discomfort  and  self-sacrifice, 
and  which  was  inspired  by  that  desire  for  increased 
knowledge  and  increased  good-will  which  is  the  very 
central  faith  of  Liberalism.  It  seemed  to  me  as  I 
watched  that  the  thing  I  saw  before  me  was  true 
Liberality,  though  it  happened,  of  course,  to  call 
itself  Labour.  We  belong  on  the  side  of  those 
people,  not  on  the  side  of  those  who  wish  to  economise 
on  schools  and  to  stir  up  feeling  against  foreigners. 

It  may  be  said  that  Mr.  Baldwin,  in  those  admir- 
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able  speeches  which  he  made  immediately  after  the 
election,  expressed  a  spirit  as  Liberal  as  these  people  ; 
and  that  we  should  have  no  more  difficulty  in  co¬ 
operating  with  the  wiser  Tories  than  with  the  wiser 
Labour  men.  This  is  perfectly  true.  I  have  worked 
with  Conservatives  in  the  closest  and  completest 
harmony.  Also,  no  doubt,  both  sides  have  been 
bidding  for  our  votes  and  trying  to  show  how  Liberal 
they  really  are.  Also,  it  seems  to  me  that,  just  after 
the  election,  Mr.  Baldwin  did  realise  that,  in  spite 
of  his  large  Parliamentary  majority,  his  party  was 
only  about  a  third  of  the  nation,  and  that,  to  govern 
well,  he  must  govern  according  to  the  wish  of  the 
nation  as  a  whole,  not  according  to  that  of  the 
Tory  caucus.  But  the  position  has  not  been  main¬ 
tained.  I  suppose  it  could  not  be. 

The  bhnd  urge  of  Tory  prejudice,  or  Tory  con¬ 
viction,  has  increasingly  influenced  or  threatened  the 
Government ;  and  the  speeches  at  the  Conservative 
caucus  meetings,  the  audiences  which  shout  down 
Lady  Astor,  like  the  newspapers  which  cry  “  Back  to 
Conservatism,”  show  a  spirit  with  which  we  cannot 
really  work.  If  we  turn  from  the  leaders  and 
thinkers  to  the  ruck  of  the  party,  we  And  that  their 
instinctive  feehng  is  opposed  to  ours.  They  like  what 
we  most  dislike.  They  like  flogging,  they  like 
political  prosecutions.  They  adore  Mussolini.  They 
are  enthusiastic  over  the  firmness  of  Amritsar.  They 
are  sure  that  if  an  Englishman  gave  orders  to  fire 
on  a  Chinese  crowd,  the  only  pity  was  that  he  did 
not  do  it  sooner.  They  are  glad  of  everything  that 
gives  a  lift  to  drink  and  a  set-back  to  temperance  ; 
everything  that  shows  the  uselessness  of  education 
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and  the  folly  of  idealism  ;  everything  that  throws 
discredit  on  the  disinterestedness  of  reformers  and 
the  intelligence  and  honesty  of  the  working  man. 
I  find  that  when  I  go  into  the  society  of  average  rich 
uneducated  Conservatives  my  feelings  are  hurt  ever 
so  much  more  often  than  among  Labour  people, 
though  the  Labour  people,  of  course,  more  often  lay 
themselves  out  to  be  annoying.  The  truth  is — if  I 
may  without  pedantry  use  the  word  in  its  strict 
Greek  sense — that  Labour  is  an  aristocratic  party 
just  as  we  are.  It  believes  in  the  rule  of  the  good 
elements  of  life.  It  believes  in  making  life  a  better 
thing.  It  beheves  in  progress,  enlightenment,  self- 
mastery,  “  plain  living  and  high  thinking,”  and  all 
the  other  ideals  which  we  Liberals  secretly  cherish, 
though  we  dare  not  say  so  for  fear  of  being  thought 
priggish.  It  is  against  ignorance,  against  cruelty, 
against  vice  and  vulgarity  and  the  mob,  which 
remain,  in  spite  of  vagaries,  the  true  permanent 
pillars  of  the  Tory  Party. 

What  permanent  obstacles  are  there  to  our  co¬ 
operation  with  Labour  ?  I  wiU  not  deal  with  the 
first ;  viz.  the  intense  party  spirit  which  makes 
the  Labour  people  treat  as  enemies  all  who  do  not 
utter  their  own  catchwords,  and  the  inexperience  of 
public  life  which  makes  them  often  behave  badly 
in  detail.  Political  memories  are  short.  Whatever 
government  may  next  be  formed  under  present 
conditions  many  strong  words  will  have  to  be  for¬ 
gotten,  and  many  mutual  disapprovals  buried. 

The  first  great  permanent  obstacle  in  the  minds 
of  many  Liberals  is  that  the  Labour  Party  is  Socialist, 
and  we  are  not.  I  confess  that  this  point  troubles 
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me  little.  For  a  generation  past  Liberals  have  been 
passing,  or  defending  measures  which  were  denounced 
as  Socialist  by  the  Conservatives,  and  which  did 
extend  the  action  of  the  State  to  lengths  that  would 
have  shocked  Cobden  and  Bright.  I  think  Sir  W. 
Harcourt  was  perfectly  right  when  he  said  in  jest, 
and  that  was  thirty  years  ago,  “  We  are  all  Socialists 
now.”  One  of  the  great  objections  to  State  inter¬ 
ference  in  the  last  century  was  that  the  State  did  not 
possess  enough  knowledge  or  enough  organisation 
to  do  the  proposed  work  effectively  or  intelligently. 
Now  it  often  does.  The  State  has  become  a  far 
more  effective  self-conscious  unity.  For  example, 
the  State  now  has  a  record  of  the  condition  of  the 
teeth  of  every  child  in  every  elementary  school.  It 
has  far  more  complete  statistics  about  mines  and 
roads  and  railways,  and  the  milk  supply  and  public 
health,  and  hosts  of  such  subjects,  than  were  dreamed 
of  fifty  years  ago.  And  where  it  has  knowledge  it 
can  act.  So  I  think  that  action  by  the  State  is  likely 
to  increase,  and,  indeed,  bound  to  increase,  with 
the  natural  development  of  society. 

The  fundamental  theory  of  Socialism  presents  to  me 
no  difficulty.  And  in  practice  I  do  not  believe  that 
it  will  be  pressed  hard  by  the  Labour  Party.  State 
interference  is  very  unpopular,  and  all  parties  will  be 
careful  not  to  extend  it  more  than  necessary.  I  fully 
expect  to  see  the  Socialist  leaders  reiterating  with 
increased  emphasis  a  number  of  abstract  statements 
about  the  nationalisation  of  all  means  of  production, 
adding  under  their  breath  some  comforting  phrases 
about  “  the  inevitableness  of  gradualness,”  while  in 
practice  they  take  the  advice  of  experts  and  move 
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only  a  few  steps  towards  dealing  with  one  or  two 
large  monopolies.  I  do  not  think  the  trouble  is 
coming  here.  As  for  liberty,  especially  personal 
liberty  of  speech  and  thought  and  printing,  I  think 
the  Socialists  are  quite  as  zealous  for  it  as  we  are. 
It  is  not  the  Socialists  who  threaten  liberty.  One 
must  always  remember  that  this  country  consists  to 
an  overwhelming  extent  of  uneducated  people  with 
little  aptitude  for  abstract  thought ;  and  the  less 
fitted  for  abstract  thought  they  are,  the  more  they 
indulge  in  tremendous  metaphysical  phrases.  Such 
principles  as  personal  liberty,  or  free  speech,  or  the 
social  revolution,  the  nationalisation  of  the  means 
of  production  and  exchange,  and  the  like,  are  never 
by  any  conceivable  chance  principles  of  definite 
meaning  and  direct  application  ;  they  are  mottoes 
or  slogans  useful  for  emphasising  a  particular  aspect 
of  affairs  which  the  speaker  thinks  important  at 
the  moment.  I  should,  therefore,  draw  a  sharp  dis¬ 
tinction  between  the  advocacy  of  a  tax  on  com, 
which  is  an  intelligible,  practical  proposal  likely  to 
do  harm,  and  the  advocacy  of  the  principle  of 
universal  human  equality — which  is  a  false  and 
almost  nonsensical  piece  of  metaphysics,  some 
approximation  to  which  is  likely  to  do  good. 

I  feel  more  difiiculty  about  Labour  methods. 
Uneducated  people  thinking  for  themselves  see 
things  much  too  crudely  ;  and  Labour  speakers  do 
assimilate  themselves  to  that  point  of  view.  They 
think  that  war  and  most  other  bad  things  are  simply 
made  by  wicked  capitalists.  Also  they  are  con¬ 
vinced — with  some  justification — that  they  are  never 
allowed  fair  play,  and  that  the  capitalists  are  cheating 
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them  ;  consequently  they  allow  themselves  great 
licence  to  cheat  in  return.  It  would  need  a  philoso¬ 
phical  dissertation  to  compare  and  contrast,  through¬ 
out  history,  the  steady,  crushing,  hypocritical  un¬ 
fairness  of  those  who  are  in  control  of  the  machine 
and  can  transpose  the  truth  by  a  turn  of  the  wrist 
with  the  angry,  uncontrolled  mendacity  of  those 
who  can  only  scream  and  swear.  Connected  with 
this  rawness  and  crudeness  of  method  is  the  obvious 
tendency,  if  not  to  preach  class  war,  at  least  to 
appeal  constantly  to  class  feeling  and  to  stimulate 
anti-social  passions. 

These  qualities  are,  I  think,  somewhat  prominent 
in  the  Labour  Party.  But  I  would  suggest  that, 
after  all,  they  exist  in  all  parties  ;  and  especially 
have  existed  in  our  own  Radical  Party  in  the  past. 
We  must  not  forget  how  violent  and  absurd  our  own 
extreme  wing  has  been,  and  normally  is. 

When  I  was  a  freshman  at  Oxford,  an  electrician 
putting  in  electric  light  at  Hatfield  was  killed  through 
touching  a  live  wire  ;  and  I  was  told  by  an  en¬ 
thusiastic  politician  that  the  wire  had  probably  been 
deliberately  left  uncovered  by  the  Conservative 
leader  out  of  hatred  for  the  working  class.  And  my 
informant  was  not  the  silliest  Radical  in  Oxford. 
Every  great  political  party  has  elements  in  it  cal¬ 
culated  to  repel  a  wise  or  honest  man.  The  wise 
leader  has  to  lay  down  the  policy  he  thinks  right, 
and  let  the  fools  follow  him,  if  they  will,  as  well  as 
the  sensible  men. 

I  therefore  look  forward,  sooner  or  later,  to  a 
policy  of  co-operation  with  Labour — unless  indeed 
something  goes  so  terribly  wrong  that  Labour  finds 


40  Liberal  Points  of  View 

itself  committed,  against  its  will,  to  the  forces  of 
disorder.  If  the  expulsion  of  the  Communist  element 
so  forcibly  and  honourably  pronounced  at  Liverpool 
by  Mr.  MacDonald  is  successful  in  its  results,  the 
natural  consequence  will  be  a  rapprochement  between 
constitutional  Labour  and  Liberalism,  such  as 
resulted  in  the  great  majority  of  1906  and  the 
magnificent  work  of  the  Campbell-Bannerman  and 
Asquith  Governments,  a  period  which  will  stand  out 
in  history.  We  Liberals  are  still  something  like  a 
third  of  the  nation  in  point  of  numbers  ;  we  pull 
very  much  more  than  our  weight  in  intellectual 
power  and  force  of  character. 

This  is  not  an  empty  boast.  The  people  who 
do  not  think  have  almost  all  deserted  us,  and 
left  our  intellectual  level  high.  The  people  who 
are  on  the  make  have  left  us  to  a  man ;  our 
candidates  are  men  who  are  ready  to  oppose  the 
stream  and  to  make  a  sacrifice  for  their  principles. 
The  Liberal  Summer  Schools  are  beyond  doubt 
the  best  summer  schools  in  the  country.  Our 
political  economists  are  beyond  question  the  leaders 
of  economic  thought,  and  I  am  touched  to-day  to 
see  that  the  most  brilliant  of  all  denounces  the  over¬ 
estimation  of  money  as  the  greatest  evil  of  European 
society.  And  the  record  of  the  last  Parliament, 
when  Labour  was  in  office,  is  enough  to  show  the 
immense  superiority  of  the  Liberals  to  other  parties 
in  practical  initiative  and  thoughtfulness.  I  con¬ 
clude,  therefore,  that,  if  the  co-operation  I  speak  of 
should  come  to  pass,  the  influence  of  Liberals  upon 
the  spirit  and  attitude  of  the  whole  would  not  be 
negligible.  A  strong  infusion  of  Liberal  elements 
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would  steady  the  Labour  Party  in  intellectual  things. 
It  would  keep  them  from  wild  economics  or  the 
contempt  of  all  economics  whatever  ;  it  would  raise 
and  stabilise  their  standards  of  public  conduct, 
which  are  now  a  httle  shaky.  It  is  curious  to  reflect 
that  the  great  mass  of  people  under  thirty  have 
really  no  experience  of  the  normal  and  orderly  life 
of  a  civilised  nation  in  a  time  of  progress  and  security  ; 
and  the  Labour  Party  has  no  experience  of  office  or 
responsibility  in  such  a  time.  The  Liberal  Party 
has  that  experience,  and  one  of  the  things  that 
make  us  sometimes  unintelligible  to  the  young 
is  that  they  think  in  the  terms  natural  to  war  and 
post-war  societies  ;  we  in  those  of  a  much  better, 
richer,  friendlier  and  securer  time.  Decency  in 
public  life  seems  to  us  natural,  to  them  rather  odd 
and  suspicious.  Much  as  an  American  car  conductor 
has  been  known  to  offer  to  fight  an  Englishman 
because  the  latter  was  so  polite. 

Labour  can  give  us  something,  too.  It  can  give 
us  faith  and  enthusiasm  ;  and  can  help  us  to  get 
rid  of  the  sour  rectitude  and  the  touch  of  despondency 
which  are  the  inevitable  consequences  of  repeated 
humiliations  and  ever-increasing  defeat.  Then,  if  the 
co-operation  can  be  brought  off,  we  can  work  together 
for  the  great  Liberal  causes  ;  for  a  League  of  Nations 
policy  abroad,  the  increase  of  arbitration,  the 
reduction  of  armaments,  and  the  final  banishment 
of  war  beyond  the  horizon  of  the  civilised  world  ; 
for  Free  Trade,  more  representative  government  in 
industry,  a  higher  national  level  of  life,  opportunity 
and  freedom  ;  for  the  increase  and  the  improvement 
of  education,  till  not  5  per  cent.,  but  100  per  cent. 
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have  at  least  some  chance  of  as  much  intellectual 
training  as  they  like  and  are  fitted  for ;  for  the  raising 
of  the  average  standard  of  morals  and  manners, 
the  lessening  of  drink,  and  gambling,  and  prostitution 
and  brutality.  These  are  old  questions  ;  but  new 
ones  are  crowding  upon  us,  and  unless  we  can  get 
peace  inside  and  out,  they  will  take  us  unawares. 
The  problems  of  population  and  eugenics ;  the 
absolutely  necessary  and  long-delayed  reform  of  the 
marriage  laws  ;  the  problems  which  will  arise  as 
the  coloured  races  now  governed  by  the  white  races 
begin  to  resent  that  government,  and  even,  as  they 
assimilate  the  dangerous  and  subversive  doctrines 
of  Christ  or  Mahomet,  to  assert  the  equality  of  all 
souls  in  the  eyes  of  God  ;  when  the  Yellow  Races, 
cramped  and  half  starving  on  one  shore  of  the 
Pacific  while  the  opposite  shores  remain  almost 
empty  and  unpeopled,  at  last  decide  that  they  can 
tolerate  the  situation  no  more.  All  these  problems, 
or  masses  of  problems,  are  close  upon  us  ;  none  can 
be  solved  except  by  Liberalism  ;  not  Fascism  nor 
Bolshevism  ;  not  Socialism  nor  Conservatism  ;  not 
the  victory  of  one  class  or  another  class  ;  only  the 
Liberal  spirit  of  trying  to  find  what  is  true,  irre¬ 
spective  of  prejudice,  and  the  Liberal  spirit  of  trying 
to  do  what  is  best  for  the  whole,  irrespective  of 
passion  or  class  interest. 

It  may  well  be  that  the  path  before  us  will  be 
one  that  requires  much  public  spirit  and  self-sacri¬ 
fice.  Well,  have  we  not  learnt  both  those  difficult 
lessons  ?  Have  we  not  learnt  them  from  Asquith 
and  Edward  Grey  ?  It  may  be  that  for  some  time 
to  come  Liberals  will  be  almost  excluded  not  only 
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from  office  but  from  the  House  of  Commons.  Still, 
we  shall  exist.  Our  votes  will  be  eagerly  courted. 
Like  other  opposition  parties,  we  shall  have  our 
opening  in  literature.  And  literature  works  slowly, 
but  in  course  of  time  with  deadly  effect.  For  my 
own  part  I  should  like  best  to  see  a  Liberal  Govern¬ 
ment  with  a  Labour  wing  ;  next  to  that,  I  should 
like  a  Labour  Government  with  a  Liberal  wing  ; 
next  to  that,  a  Labour  Government,  a  little  better 
tempered  than  the  last,  and  ready  at  least  to  accept 
some  Liberal  support  and  to  listen  to  Liberal  criticism. 

I  have  said  nothing  about  the  technique  of 
electioneering,  of  the  possible  proposals  on  one  side 
or  the  other,  or  what  bargaining  power  the  weakest 
of  three  parties  may  still  possess.  Political  memories 
are  very  short.  The  future  is  peculiarly  uncertain. 
Think  what  a  change  might  be  made  by  a  real  split 
in  either  of  the  other  parties  ;  by  the  failure  or 
success  of  the  coal  settlement ;  by  a  war  in  Iraq  ; 
by  all  sorts  of  accidents  now  unforeseen.  The  one 
thing  that  I  see  clearly  is  that  Liberalism  is  what 
the  world  needs  both  at  home  and  abroad.  We 
must  hold  ourselves  ready  either  to  give  it  what  it 
needs  ourselves,  or  to  help  others  to  do  so. 
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Chairman  :  The  Rt.  Hon.  Sir  John  Simon,  K.C.V.O.,  K.C.,  M.P. 

I  WISH  to  begin  by  making  two  remarks  with 
special  reference  to  the  position  of  an  economist — 
and  perhaps  even  more  a  Liberal  economist — 
on  an  occasion  like  this.  The  direct  amount  of 
bearing  which  economic  theory — pure  economic 
theory  as  we  like  to  call  it — has  on  a  subject  of  this 
sort  is  very  small.  The  majority  of  economists 
at  the  present  time  agree  pretty  weU  on  the  funda¬ 
mental  principles  of  their  subject.  They  do  not 
always  agree  as  to  what  are  the  fundamental 
principles,  but  when  they  have  agreed  upon  them, 
they  find  there  is  not  very  much  room  for  difference 
of  opinion  on  the  broad  outlines  of  their  subject. 
On  the  other  hand,  you  will  find  that  there  are  very 
great  differences  among  economists,  as  among  other 
people,  as  to  the  precise  bearing  and  import  in 
practical  life  of  particular  economic  propositions. 
Therefore,  what  I  am  going  to  say  is  not  to  be 
regarded  as  the  voice  of  “  political  economy  ”  upon 
the  subject,  but  the  voice  of  a  political  economist 
upon  the  subject,  and  I  want  to  insist  that  what 
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I  say  does  not  in  any  way  bind  the  body  of 
economists  of  this  country. 

The  second  point,  which  is  even  more  important, 
is  this.  Economic  theory  began  in  this  country, 
as  it  began  in  most  countries,  I  think,  with  a  certain 
bias  in  favour  of  letting  things  alone.  That  was  a 
bias  which  was  based  upon  certain  philosophical 
ideas  about  the  order  of  Nature  which  the  majority 
of  persons  at  present  find  themselves  unable  to 
adopt.  The  result  is  that  in  the  middle  of  the 
nineteenth  century  people  believed  that  every  time 
they  opposed  a  particular  act  of  State,  they  were 
entitled  to  claim  in  favour  of  that  action  the  support 
of  political  economy  ;  in  other  words,  it  was  assumed 
that  the  practical  dogma  that  it  is  better  to  leave 
things  alone  had  a  perfectly  definite  and  general 
scientific  sanction.  Now,  although  I  believe  that, 
practically  speaking,  it  is  very  much  better,  in 
the  majority  of  cases,  to  leave  certain  things  alone, 
I  do  not  believe  at  aU  that  it  is  part  of  the  general 
theory  of  economics  that  you  should  leave  every¬ 
thing  alone. 

And  it  is  certainly  not  the  case,  as  a  large  number 
of  persons  believes,  that  economic  theory  lends  any 
sanction  at  all  to  the  general  principle  of  laissez- 
faire,  regarded  as  a  scientific  dogma.  It  is  now 
something  like  fifty  years  ago  since  a  mid-Victorian 
economist  who,  by  most  people  to-day,  is  regarded 
as  the  perfect  type  of  laissez-faire  economist,  the 
author  of  The  Slave  Power  and  other  well-known 
works.  Professor  Cairns,  was  giving  an  inaugural 
lecture  at  University  College,  London,  when  he 
denied  the  truth  of  that  principle,  the  subject  of  his 
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lecture  being  Laissez-faire.”  Fifty  years  ago  he 
was  engaged  in  pointing  out  that  although,  as  a 
practical  maxim  of  conduct,  laissez-faire  had  a  great 
deal  to  say  for  itself,  as  a  scientific  dogma  it  had 
nothing  to  say  for  itself  at  all.  Consequently,  I 
beg  you  to  believe,  firstly,  that  my  views  are  not  the 
views  of  political  economy  in  general  but  the  views 
of  a  particular  economist,  and,  secondly,  I  want 
you  to  remove  from  your  minds  the  assumption 
that  because  as  a  practical  thing  it  may  not  be  wise 
to  interfere  with  the  details  of  industrial  organisation, 
that,  therefore,  that  is  tantamount  to  expressing 
the  view  that  no  governmental  interference  of  any 
sort  ought  to  be  sanctioned.  If  that  were  so, 
civilised  existence  would  be  absolutely  impossible. 
The  whole  apparatus  of  law  and  police,  and  every¬ 
thing,  are  of  course  interferences  of  the  most  obvious 
and  definite  kind.  If  we  sanction  that,  we  have  to 
judge  of  the  degree  of  interference  from  the  practical 
standpoint,  and  not  to  be  too  ready  to  assume  there 
is  a  scientific  sanction  behind  any  political  prejudice 
which  we  may  possess. 

That  is  nothing  to  do  with  the  subject  of  my 
lecture,  which  is  Production  and  Distribution." 
This  is  merely  to  warn  you  of  prevalent  biases  of 
various  kinds.  The  thesis  I  want  to  maintain  is, 
substantially,  the  thesis  that  a  Liberal  state,  or, 
if  you  like,  a  Liberal  Government,  in  office,  ought 
to  choose  as  its  social  policy  rather  the  equalisa¬ 
tion  of  opportunity  than  the  policy  of  adding 
to  the  number  of  productive  services  which  the 
State  directly  carries  on.  That  is  merely  a  thesis. 
I  will  put  it  in  another  way  ;  that  we  are 
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likely  to  do  more  good  and  to  increase  human 
happiness  to  a  greater  extent  by  equalising,  if  you 
like,  the  conditions  of  consumption,  than  by  inter¬ 
fering  directly  with  the  details  of  production.  But 
that  is  only  a  general  principle,  and  all  that  I  want 
really  to  do  is  to  show  you  how  this  general 
principle  can  be  translated  both  on  the  side  of 
production  and  on  the  side  of  distribution,  into 
certain  very  definite  and  concrete  demands. 

Let  me  begin  with  something  which  is  perfectly 
obvious  to  all  of  you,  but  which  leads  up  to 
certain  conclusions  which  are  not  so  obvious.  We 
all  know  that  the  volume  of  production  in  a  com¬ 
munity  such  as  our  own — or,  if  you  like,  the  volume 
of  production  in  the  world  as  a  whole — depends 
upon  the  effectiveness  of  the  co-operation  of  labour 
on  the  one  hand,  with  capital  on  the  other.  By 
“  labour  ”  I  mean  labour  of  all  sorts  and  kinds  ;  I 
do  not  want  to  restrict  myself  in  any  way  to  the 
manual  labour  that  we  usually  think  of  when  we 
use  the  word  “  labour  ”  in  conventional  speech  ; 
I  mean  the  effort  of  mind  and  body  of  every  class 
of  worker,  from  the  director  of  a  company,  down  to 
the  man  who  is  sweeping  the  streets.  They  are  all 
of  them  labourers  in  the  economic  sense  of  the  word. 
On  the  other  hand,  by  “  capital  ”  I  do  not  mean 
merely  money,  and  I  do  not  mean  merely  machinery, 
because  I  believe  that  in  the  modern  world,  where 
the  land  of  civilised  countries  has  been  worked  by 
generation  after  generation,  it  is  almost  impossible, 
whether  for  the  purposes  of  taxation  or  for  the 
purposes  of  production,  to  distinguish  between 
land  on  the  one  hand  and  capital  on  the  other. 
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That  is  a  prejudice  of  my  own  ;  it  happens  to  be  a 
prejudice  of  most  of  the  economists  who  were  brought 
up  at  the  London  School  of  Economics.  But  let 
me  point  out  at  once  that  if  that  is  so,  certain  very 
important  consequences  follow  at  once  in  the  theory 
of  taxation.  If  you  cannot  really  distinguish 
accurately  between  what  is  land  and  what  is  capital, 
then  I  am  afraid  Liberals  must  abandon  a  long- 
dreamt  dream,  namely  the  special  and  differential 
taxation  of  certain  types  of  land  value.  Conse¬ 
quently,  you  may  say  if  you  accept  the  view,  as 
I  think  you  must,  that  you  cannot  really  draw 
any  very  clear  distinction  between  what  is  land  on 
the  one  hand  and  what  is  capital  on  the  other, 
your  taxational  policy  must  follow  suit,  if  you  are 
going  to  be  logical.  I  do  not  want  to  go  into  details 
here  ;  I  merely  want  to  point  out  that  what  is 
produced  is  produced  by  co-operation  of  labour  of 
aU  kinds,  and  of  capital  of  all  kinds. 

What  is  distributed  is  the  same  as  what  has  been 
produced,  looked  at  from  the  other  side  of  the 
shield.  And  the  amount  that  each  particular 
individual,  whether  he  calls  himself  a  capitalist  or 
whether  he  calls  himself  a  labourer,  gets  out  of  the 
total  of  what  is  produced  is,  in  the  modern  world 
for  better  or  for  worse,  proportionate,  and  strictly 
proportionate,  to  the  market  value  of  his  services. 
It  is  not  based  upon  merit ;  it  is  based  upon  the 
fundamental  principle  that  people  usually  draw  out 
of  the  pool  in  proportion  to,  and  only  in  proportion 
to,  the  value  of  the  thing  which  they  have  put  into 
the  pool. 

Now  may  I  stop  at  this  stage  for  a  moment  and 
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point  out  some  of  the  practical  consequences  of  this. 
There  was  for  many  years  an  anti-socialist  writer, 
the  late  Mr.  W.  H.  Mallock,  who  used  to  spend  his 
time  pointing  out  that  as  a  matter  of  actual  fact, 
if  you  had  crude  labour  working  without  any 
machinery  at  all,  the  output  of  society  would,  of 
course,  be  very  much  smaller  than  it  actually  is  ;  we 
should  all  be  groping  about  trying  to  find  something 
with  which  to  feed  ourselves,  if  you  had  no  capital 
of  any  sort  or  kind.  Consequently  he  used  to  argue 
that  the  capitalist  is  entitled  to  the  whole  difference 
between  what  is  actually  produced  now  and  what 
would  be  produced  if  there  were  no  capital  at  all — 
in  other  words,  that  the  capitalist  is  entitled  to 
99-999  per  cent,  of  whatever  is  produced.  Now 
this  was  of  course  a  very  effective  kind  of  answer 
to  the  kind  of  Socialist  who  used  to  argue  that 
everything  which  is  produced  is  the  result  of  labour, 
and  that,  consequently,  the  capitalist  is  entitled  to 
nothing  at  all ;  but,  unfortunately  as  it  happened, 
neither  the  Marxian  Socialist  on  the  one  hand, 
nor  Mr.  Mallock  on  the  other,  conceived  the  real 
nature  of  the  social  process  involved  in  distribution. 
People  are  not  paid  on  the  principle  of  being  entitled 
to  any  certain  amount ;  people  are  paid  on  the 
principle  that  if  there  is  more  of  a  thing,  then  its 
value  falls  off ;  consequently,  they  are  only  entitled, 
as  things  actually  are,  to  the  market  value,  what¬ 
ever  it  happens  to  be,  of  their  particular  contribution 
to  society.  I  want  to  make  that  quite  clear. 

There  is  one  aspect  of  this  joint  process  of  pro¬ 
duction  and  distribution  which  goes  on  almost  simul¬ 
taneously,  which  has  been  enormously  neglected. 
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both  by  economists  on  the  one  hand,  and  by  practical 
politicians  and  moralists  on  the  other.  You  can 
talk  about  production  and  distribution  and  think 
of  huge  heaps  which  are  constantly  being  accumu¬ 
lated  on  the  one  hand,  and  constantly  being  dissi¬ 
pated  in  the  process  of  distribution  on  the  other 
hand.  What  most  people  have  completely  over¬ 
looked  in  their  examination  of  this  subject  is  the 
actual  constituents  of  the  heap  at  one  time  and  the 
actual  constituents  of  the  heap  at  another  time. 
In  other  words,  there  is  really  a  third  department 
of  economics  besides  production  and  distribution 
which  has  been  almost  completely  neglected,  namely 
the  influence  of  distribution  on  the  nature  of  pro¬ 
duction,  in  the  sense  that  people  very  rarely  ask 
themselves  how  things  come  to  be  produced  and 
what  influence  distribution  has  on  the  specific 
nature  of  what  actually  is  produced. 

Now,  let  me  give  you  a  very  simple  illustration. 
If  there  were  no  such  persons  in  the  world  as  people 
in  receipt  of  incomes  of  over  £10,000  a  year  at  the 
very  least,  then  no  such  thing  as  a  Rolls-Royce  car 
would  ever  be  produced,  simply  because  the  actual 
cost  of  producing  a  Rolls-Royce  car  is  so  great  that 
you  require  a  very  large  income  to  buy  it  in  the 
first  place,  and  to  maintain  it  in  the  second  place. 
Consequently,  the  actual  physical  things,  or  the 
immaterial  intangible  services  which  are  part  of  the 
process  of  production,  depend  upon  certain  types 
of  distribution.  If  you  have  no  millionaires  on  the 
one  hand,  you  would  not  have  certain  types  of 
things ;  if,  on  the  other  hand,  you  have  millionaires, 
you  do  have  certain  types  of  things.  In  other 
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words,  there  is  a  whole  department  of  inquiry — a 
very  difficult  one — about  which  I  do  not  profess  to 
know  very  much,  and  nobody  else  does  either ; 
a  department  which  is  concerned  with  the  way  in 
which  certain  income  recipients  spend  their  income 
on  the  one  hand,  and  the  way  in  which  they  ought 
to  spend  their  incomes  on  the  other.  I  will  put  it 
in  this  way  :  if  we  were  all  of  us  in  this  room  miUion- 
aires,  how,  actually,  ought  we  to  spend  our  own 
incomes  ?  That  is  a  matter  in  which  I  occasionally 
like  to  indulge  my  mind,  not  because  I  have  any 
hopes  of  ever  becoming  a  milhonaire,  but  because 
it  is  obviously  very  important  from  the  standpoint 
of  the  whole  working  of  the  productive  system.  If 
millionaires  go  in  for  keeping  race-horses  rather 
than  saving  their  money  and  putting  it  into  housing 
bonds,  you  will  have  society  turning  out  a  larger 
and  larger  number  of  race-horses,  with  a  larger  and 
larger  number  of  stable-boys  and  jockeys  to  look 
after  them,  rather  than  a  larger  number  of  villas 
in  the  remote  suburbs  of  London.  Therefore,  you 
wiU  notice  that  the  way  in  which  people  spend  their 
incomes  has  a  direct  determining  influence  on  the 
particular  ebbs  and  flows  of  what  we  call  the  pro¬ 
ductive  stream. 

Everybody  knows  that  what  is  distributed  has 
to  be  produced,  and  what  is  produced  emerges  as 
people's  incomes.  That  is  perfectly  clear ;  but 
what  people  very  often  overlook  are  certain  other 
aspects  of  the  subject,  to  which  I  want  to  draw  your 
attention.  In  the  first  place,  this  process  goes  on, 
not  in  any  one  country  as  an  isolated  unit,  but  it 
goes  on  in  an  intensely  organic  system  of  inter- 
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communication  all  over  the  world.  Consequently, 
the  income  which  I  draw  from  doing  a  certain  thing 
may  be  an  income  which  has  been  drawn  by  doing 
something  for  someone  living  on  the  other  side  of 
the  world ;  in  other  words,  every  country  and 
every  economic  system  is  inter-connected  in  the 
most  intricate  and  organic  way  with  every  other 
economic  system,  so  that  we  have  a  series  of  countries 
forming  a  general  economic  system  or  world-order. 
Consequently,  you  will  notice  that  it  becomes 
extremely  difficult  to  do  anything  inside  any  one  of 
the  artificial  units  which  we  call  a  country  without 
affecting  the  position,  not  only  of  that  country,  but 
of  all  other  countries  as  well.  For  instance,  if  we 
made  up  our  minds  that  a  particular  type  of  social 
organisation  was  desirable  in  this  country,  we  would 
at  once  have  to  ask  ourselves  how  this  particular 
type  of  social  organisation  would  react  on  the 
possibihty  of  getting  cotton,  let  us  say,  from  the 
Southern  States  of  America  and  wheat  from  India. 
In  other  words,  when  we  are  discussing  types  of  social 
reorganisation,  we  have  to  take  into  account  the 
fact  that  we  are  washing  linen  for  people  on  the 
other  side  of  the  earth,  and  unless  we  can  go  on 
doing  it  we  may  find  ourselves  deprived  of  certain 
essential  raw  materials  and  certain  essential  sources 
of  supply.  It  used  to  be  said  that  the  system  could 
be  best  described  by  saying  that  we  all  lived  by 
taking  in  each  other’s  washing — to  which  some 
people  used  to  add  that  economists  lived  by  singing 
each  other’s  praises.  But,  in  any  case,  the  process 
which  goes  on  in  the  modern  world  is  not  confined 
to  the  hmits  of  any  particular  country  :  it  goes  on 
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over  a  vast  area,  not  subject  to  any  particular 
sovereign  state.  The  effect,  therefore,  of  the  State 
on  the  social  organisation  is  always  limited,  whereas 
the  action  of  social  forces  goes  on  all  over  the 
universe.  That  is  point  one. 

Point  two  is  this :  Everybody  knows  that  in  the 
modern  world  the  distributive  process  which  results 
in  people  getting  incomes  is  marked  by  very  great 
degrees  of  inequality.  I  am  not  going  to  go  into 
the  very  difficult  question  of  whether  that  inequality 
is  greater  to-day  than  it  was  5,000  years  ago — 
because  no  one  really  knows.  Five  thousand  years 
ago  the  majority  of  the  world’s  population  was 
enslaved  and  the  problem  of  human  rights,  from 
the  distributive  standpoint,  hardly  arose.  But  it 
is  important  to  notice  that  in  the  modern  world 
some  people  have  very  large  incomes,  and  a  very 
large  number  of  people  have  very  small  incomes. 
And,  further,  that  in  the  modern  world,  owing  to 
the  existence  of  the  laws  of  inheritance  and  bequest, 
these  inequalities  tend  to  be  perpetuated  from  one 
generation  to  another.  The  question  has  been  raised 
of  whether  it  is  not  possible,  by  means  of  death  duty 
legislation,  to  interfere  with  this  cumulative  in¬ 
equality  of  income.  I  venture  to  point  out  that 
this  is  the  real  heart  and  kernel  of  the  whole  social 
problem,  from  my  standpoint :  that  incomes  are 
unequal  and  that,  owing  to  the  existence  of  the  laws 
of  inheritance  and  bequest,  these  inequahties  tend 
to  be  perpetuated  from  one  generation  to  another. 

The  next,  and  third,  point  to  which  I  want  to 
direct  your  attention  is  this  :  nobody  in  the  modern 
world,  whether  he  is  a  worker,  or  whether  he  is  a 
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capitalist,  gets  an  income  merely  on  moral  or 
ethical  grounds.  The  size  of  his  income  is  deter¬ 
mined  for  him  by  market  value.  But,  in  addition 
to  that,  the  question  of  whether  he  gets  any  income 
at  all  is  determined  for  him  by  market  values  or, 
if  you  hke,  by  market  forces.  In  other  words,  just 
as  it  is  necessary  to  correct  certain  people’s  ideas 
about  the  working  of  the  laws  of  inheritance  and 
bequest,  so  it  is  also  necessary  to  correct  certain 
people’s  ideas  about  the  virtues  of  being  a  capitalist. 
A  capitalist  only  continues  to  be  a  capitalist  if  he  is 
fortunate  enough  to  possess  property  which  happens 
to  be  constantly  in  need.  Now  of  course  the  most 
fortunate  of  all  individuals  are  those  whose  fathers 
and  grandfathers  and  great-grandfathers  possessed 
themselves  of  certain  concrete  pieces  of  land  in  the 
middle  of  London,  because,  so  far  as  we  can  see,  the 
United  Kingdom  is  going  to  go  on  as  a  working 
proposition  for  a  good  many  years  to  come,  and, 
therefore,  they  need  never  be  afraid  that  the  parti¬ 
cular  type  of  property  which  they  happen  to  own 
will  cease  to  have  a  market  value.  But  there  are 
other  types  of  property  the  market  value  of  which 
has  varied  extraordinarily  within  a  couple  of  genera¬ 
tions.  Therefore  while,  on  the  one  hand,  the  laws 
of  inheritance  and  bequest  are  constantly  resulting 
in  cumulative  inequalities  from  one  generation  to 
another,  so,  on  the  other  hand,  the  constant  shifting 
of  human  wants,  the  constant  alterations  in  market 
value,  are  wiping  out  capitalists  on  the  one  hand, 
while  they  are  creating  capitalists  on  the  other. 

Let  me  mention  what  I  think  is  the  clearest  of  all 
illustrations  on  this  particular  point.  I  suppose 
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fifty  years  ago  the  most  careful  of  all  family  lawyers  , 
drawing  up  a  settlement  would  not  have  been  afraid 
to  include,  let  us  say,  London  &  North  Western 
Railway  Debenture  Stock  among  the  securities  j 
in  the  settlement.  Well,  what  have  we  witnessed  ?  .! 
We  have  witnessed  in  the  period  of  time  of  thirty  or 
forty  years  a  revolution,  which  is  due  to  certain 
human  inventions,  in  the  position  of  the  entire  body 
of  railway  owners.  At  the  present  time  railways  are 
a  less  valuable  form  of  property  than  they  were 
before  because,  owing  to  the  advent  of  new  methods 
of  transport,  railways  are  not  as  necessary  to  the  | 
world’s  welfare  as  they  were  fifty  years  ago.  Conse-  | 
quently  a  person  who  holds  only  railway  shares,  or  j 
only  railway  stock,  is  a  person  whose  position  as  a  j 
capitalist  is  a  dechning  one,  whereas  a  gentleman 
who  started  by  owning  oil  wells  thirty  years  ago  is  | 
a  capitalist  in  the  ascending  phase  of  power,  and  his  ' 
children,  unless  the  laws  of  inheritance  and  bequest 
step  in  to  check  him,  will  have  a  greater  power  still. 
People  do  not  remain  capitalists  because  they  want  to 
remain  capitalists  ;  they  remain  capitalists  because 
they  own  particular  types  of  property  which  continue 
to  possess  a  market  value.  One  of  the  assets  of  the 
capitalist  is  to  know  when  to  take  your  money  out 
of  one  thing  and  when  to  put  it  into  another.  This 
is  not  merely  the  opinion  of  economists  ;  it  is  the 
opinion,  for  instance,  of  Mr.  Bernard  Shaw,  who 
cribbed  that  particular  opinion  from  one  of  the  most 
delightful  of  English  writers,  “  Erewhon  ”  Butler — 
Samuel  Butler — ^who  always  said  you  ought  to  treat 
poverty  as,  in  some  cases,  you  treat  crime  :  if  a 
man  cannot  make  a  fortune,  let  him  be  imprisoned 


The  Production  and  Distribution  of  Wealth  59 

because  he  cannot.  We  have  not  got  so  far  as  that, 
even  in  the  most  capitalist  of  all  States. 

I  have  tried  to  make  you  agree,  so  far,  that  there 
are  various  forces  which  underlie  the  streams  of 
production  on  the  one  hand,  and  consumption  on 
the  other,  and  I  want  to  ask  the  important  question  : 
how  far  can,  or  ought,  the  State  to  interfere  directly 
with  the  process  of  production  on  the  one  hand, 
and  the  process  of  distribution  on  the  other  ?  Now, 
the  first  and  most  obvious  thing  .which  can  be 
suggested  in  the  modern  world  is  that  it  is  part  of 
the  duty  of  the  State  to  investigate  the  methods  by 
which  the  friction  in  the  working  of  the  economic 
machine  can  be  reduced. 

I  am  not  going  in  this  lecture  to  trench  upon 
the  ground  which  properly  belongs  to  Mr.  Keynes 
and  the  Cambridge  School  of  Economists.  They 
have  spent  a  great  deal  of  time  on,  and  devoted  a 
great  deal  of  attention  to,  the  possibility,  in  the 
first  instance,  of  stabilising,  for  long  periods  of 
time,  the  value  of  the  medium  of  exchange,  and, 
on  the  other  hand,  by  appropriate  manipulations 
of  bank  rates  and  what  not,  to  even  out  what  is 
called  the  ups  and  downs  of  the  trade  cycle.  You 
are  all  familiar  with  that ;  Mr.  Robertson  has 
written  a  little  book  in  the  Daily  News  series 
which  explains  it  all  in  a  very  short  space.  Let 
me  put  my  own  position  frankly  about  this.  I 
believe  all  these  dreams  are  a  little  premature.  I 
am  not  so  sure  as  Mr.  Keynes  and  Mr.  Robertson 
and  the  rest  of  them  are,  that  if  you  give  these 
eminent  persons  charge  of  a  printing  press  on  the 
one  hand,  and  the  bank  rate  on  the  other,  they 
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are  really  going  to  produce  quite  the  paradise  which 
they  think  ;  but  all  the  same,  here  is  a  problem 
which  it  is,  obviously,  the  business  of  the  Board  of 
Trade,  and  other  Government  departments,  to 
investigate  at  much  greater  length  than  they  have 
done.  It  is  stiU  in  the  state  of  scientific  inquiry ; 
it  is  an  inquiry  which  every  Liberal — and  every 
Socialist  for  that  matter — ought  to  watch  with  the 
greatest  possible  attention  and  the  greatest  possible 
interest,  because  if  it  is  possible  to  even  out  the  ebb 
and  flow  of  production,  then  one  great  blow  will 
have  been  given  to  the  whole  problem  of  unemploy¬ 
ment,  because,  as  a  general  rule,  unemployment  is  a 
seasonal  problem,  and  if  you  can  reduce  the  fluctua¬ 
tions  of  the  cycle,  you  will  be  helping  to  reduce  the 
volume  of  unemployment.  I  leave  that  on  one 
side,  partly  because  it  is  not  my  subject — it  is  Mr. 
Keynes’s  subject;  and  also  because  Mr.  Layton 
is  going  to  deal  with  unemployment,  and  no  doubt 
he  will  talk  to  you  on  this  particular  aspect  of  it. 

I  will  turn  to  the  other  sides  of  the  problem  of 
production.  I  am  not  going  to  spend  any  time 
trying  to  prove  that  the  State  ought  not  to 
attempt  to  divert  particular  forms  of  production 
from  one  country  to  another  by  the  imposition  of 
tariffs.  The  efforts,  so  far,  made  by  British  Govern¬ 
ments  in  that  direction  have  been  very  negligible  ; 
but,  apart  from  the  mere  question  of  negligibility, 
even  supposing  you  could  impose  a  perfectly  well- 
organised  system  of  tariffs,  nothing  is  clearer,  I 
think,  than  that  the  effect  of  tariffs  is  to  result  in  a 
maldistribution  of  human  effort  all  over  the  world — 
things  cease  to  be  produced  in  the  places  best  fitted 
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to  produce  them,  and,  on  the  contrary,  things  are 
produced  in  particular  places  because  it  happens  to 
suit  the  interests  of  a  particular  set  of  employers, 
aided  by  certain  Government  departments.  That  is 
ordinary  free-trade  dogma,  and  I  do  not  pretend 
to  argue  about  it. 

There  is  another  aspect  of  the  situation,  however, 
which  is  very  much  more  important.  I  have  argued 
previously  that  I  think  the  State,  as  a  general  prin¬ 
ciple,  ought  to  leave  the  details  of  production  alone  ; 
but  there  is  one  matter  which  every  Liberal — and 
every  economist  for  that  matter — recognises  as  lying 
within  the  province  of  the  State  ;  that  is  the  direct 
regulation  of  the  conditions  of  industry  through 
elaborate  health  codes  or  labour  codes  and  the  like. 
I  include  under  that,  of  course,  the  right  of  labour  to 
combine.  There  has  been  in  this  country,  in  recent 
years,  undoubtedly  a  tendency  to  let  the  system  of 
factory  inspection  and  health  inspection,  and  so  on, 
rather  to  run  down,  in  the  interests,  I  suppose,  of  the 
efficiency  of  British  industry.  There  is  a  tendency 
among  certain  employers  at  the  present  time  to 
argue  that  because  we  are  in  a  very  bad  way, 
therefore  it  is  desirable  to  allow  them  to  overwork, 
by  means  of  neglect  of  the  factory  codes,  and  so  on, 
the  workpeople  whom  they  employ.  Now,  this  is 
one  of  the  real  questions  in  which,  in  the  field  of 
production,  there  is  obviously  a  direct  conflict, 
firstly,  between  the  interests  of  the  workers  and  the 
interests  of  the  employers,  and,  secondly,  between 
the  interests  of  the  State  and  the  interests  of  a  parti¬ 
cular  group  of  industrialists.  For  my  own  part,  I 
hope  any  Government,  whatever  political  complexion 
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it  may  have,  will  be  strengthened  to  resist  anti-social 
tendencies  of  that  sort.  Nothing  is  more  clear  from 
the  experience  of  all  countries  that  proper  factory 
regulation,  not  only  does  not  reduce  profits,  but  that 
its  effect  on  the  health  and  strength  of  the  country 
helps  to  guarantee  the  continuance  of  a  high  state 
of  efficiency,  We  are  rather  fond,  in  the  modern 
world,  of  neglecting  the  obvious  for  the  sake  of 
rather  fanciful  claims  which  may  not  work  at  all. 

Now  I  come  to  what  is  a  very  much  more  fas¬ 
cinating  and  a  very  much  more  difficult  subject  : 
the  attitude  of  the  State,  firstly,  towards  the  subject 
of  monopoly,  and,  secondly,  towards  the  regulation 
of  wages.  With  regard  to  monopoly,  of  course,  the 
current  remedy  is  Socialism — at  least,  that  is  the 
current  remedy  of  a  very  large  part  of  the  electoral 
body.  I  want  to  say  this  on  the  subject  of 
Socialism,  with  special  reference  to  the  problem 
of  monopoly :  there  are  certain  cases  in  which 
Socialism  or  continued  private  ownership  seems  to 
me  a  matter  entirely  of  comparative  efficiency  of 
production  ;  that  is  to  say,  if  you  have  an  industry 
in  which  you  have  an  almost  standard  product  to 
begin  with,  in  which  consequently  you  have  no 
right  to  expect  any  very  considerable  advances  in 
technique,  and  in  which  it  obviously  makes  a  great 
difference  to  the  public  whether  it  is  well  managed 
or  badly  managed — then  you  have  an  industry  for 
which  there  is  a  prima  facie  case  for  Socialism. 
On  the  other  hand,  when  you  have  industries  which 
are  not  standardised,  when  you  have  industries  where 
the  state  of  technique  is  undergoing  a  very  rapid 
revolution,  and  where  the  question  of  the  public 
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weal  is  relatively  in  the  background,  I  do  not  think 
you  have  any  case  for  Socialism  at  all. 

Let  me  draw  a  picture  which  is  not  conclusive, 
but  which  affords  two  illustrations  to  show  what  I 
mean.  It  does  not  really  matter  a  brass  button 
whether  the  State  does,  or  does  not,  own  the  tobacco 
industry.  I  do  not  know  whether  the  tobacco 
industry  is  one  in  which  very  rapid  changes  of 
technique  are  taking  place  ;  but  supposing  it  were, 
the  question  of  whether  the  public  is  being  charged 
one-sixteenth  of  a  penny  too  much  per  cigarette  is 
not  a  question  which  affects  the  public  welfare  in 
any  direct  way  at  all ;  and,  secondly,  I  do  not  regard 
the  tobacco  industry,  if  its  production  is  not  stan¬ 
dardised,  if  its  technique  is  changing,  and  if  public 
interest  is  not  directly  involved — as  an  industry  of 
which  we  ought  to  discuss  the  socialisation  at  all. 
On  the  other  hand,  there  are  certain  forms  of  trans¬ 
port,  there  are  certain  forms  of  insurance,  there  are 
possibly  certain  forms  of  banking,  where  the  industry 
has  already  reached  an  almost  perfected  state  of 
technique,  where  the  output,  whether  in  goods  or  in 
services,  is  almost  completely  uniform,  where  there 
is  considerable  public  interest  involved,  and  where, 
therefore,  there  is  a  case  for  very  accurate  and  close 
scientific  investigation  as  to  whether  or  not  that 
particular  industry  ought  to  remain  in  private 
ownership  or  ought  to  be  socialised.  But  the 
point  I  want  to  insist  upon  is  that  it  is  perfectly 
easy  to  take  extreme  cases,  and  to  show  that  in 
certain  cases  Socialism  would  not  do  any  harm,  and 
that  in  other  cases  Socialism  is  absolutely  unneces¬ 
sary.  A  thing  which  I  think  ought  to  be  discussed 
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much  more  than  it  is,  is  not  an  ideal  socialised 
industry  which  works  perfectly,  but  the  probable 
result  of  Socialism  on  the  broad  mass  of  the  industry 
of  the  country.  There,  I  think,  we  are  face  to 
face  with  two  tremendous  problems  which  are  not 
of  the  soul-stirring  order,  but  of  a  purely  technical 
character. 

The  first  appears  to  me  to  be  the  difficulties  of 
organising  a  socialised  industry,  when  a  large  part 
of  the  products  of  that  industry  have  to  be  sold 
abroad.  I  think  probably  all  of  us  have  in  the  last 
few  weeks  been  thinking  of  what  the  Royal  Com¬ 
mission  on  the  Coal  Industry  is  going  to  propose. 
Of  course,  the  most  obvious  way  out  of  the  immediate 
difficulties  of  the  coal  industry  is  simply  to  say  : 
socialise  it.  But  socialisation  of  the  coal  industry, 
whether  it  takes  place  or  whether  it  does  not,  does 
leave  open  one  tremendous  problem,  namely  how 
you  can  organise,  under  State  supervision,  an 
industry,  the  products  of  which,  or  a  very  large 
part  of  the  products  of  which,  have  to  be  sold  abroad, 
if  the  industry  is  to  make  ends  meet.  That  is  one 
aspect  of  the  thing  :  the  relation  of  the  State  to 
foreign  trade  in  a  socialised  industry.  The  other  is 
the  place  which  is  going  to  be  given  in  a  socialised 
industry  to  what  I  may  call  the  technical  tasks 
on  the  one  hand,  and  to  what  I  shall  broadly  call 
the  bureaucratic  influence  on  the  other.  I  want 
to  be  quite  frank  :  I  am  not  a  great  admirer  of 
certain  types  of  industry  as  they  are  conducted 
to-day  in  this  country  ;  I  am  not  an  admirer  of 
them  because  I  think  the  leaders  of  certain  of  our 
industries  have  grown  up  with  those  industries  and 


The  Production  and  Distribution  of  Wealth  65 

are  competent  to  manage  them,  on  certain  lines, 
perfectly  well,  and  probably  better  than  anybody 
else  ;  but  they  have  not  yet  faced  the  question 
how  they  are  going  to  train  in  an  adequate  and 
straightforward  way  the  future  generation  who  are 
going  to  take  their  place.  I  have  some  knowledge, 
derived  partly  from  the  experience  of  my  own 
students  and  my  own  investigations,  on  the  other 
hand,  of  the  way  in  which  certain  of  our  banks 
are  steadily  refusing  to  face  the  problem  of  how  they 
are  going  to  train  the  coming  generation.  Is  it 
more  likely  than  it  is  now  that  when  the  State  runs 
a  particular  industry  the  State  is  going  to  do  every¬ 
thing  that  it  can  to  find  the  bright  young  man  who 
is  going  to  revolutionise  the  industry,  or  is  it  more 
likely  that  somebody  who  comes  into  the  industry 
from  Whitehall  is  going  to  do  the  best  he  can  to 
make  himself  comfortable  ?  I  think  there  is  a  real 
danger  that  if  the  State  socialises  industry,  you  are 
going  to  make  it  even  more  difficult  than  it  is  now 
to  provide  the  technicians  in  the  industry  with  their 
proper  chance.  The  tendency,  as  far  as  I  can  see, 
in  large-scale  enterprises  is  for  the  office  officials  to 
dominate  the  technicians.  It  seems  to  me  to  be 
very  undesirable  to  extend  that  state  of  things  to 
wider  spheres  than  those  at  present  under  the  sphere 
of  State  control. 

That  is  one  problem  ;  the  other  problem  is  that 
of  the  attitude  of  the  socialised  industries  in  relation 
to  politics.  It  is  perfectly  clear  that  in  this  country, 
if  industry  is  going  to  be  nationalised,  there  must 
be  a  minister  at  the  head  of  it  responsible,  directly 
or  indirectly,  to  Parliament.  I  cannot  conceive  how 
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you  can  run  socialised  industries  in  this  country 
unless  you  have  responsible  ministers  sitting  in  the 
House  of  Commons.  If  you  do  that,  is  it  not  per¬ 
fectly  clear  that  under  conditions  of  party  politics 
as  they  are  at  the  present  time,  the  industry  will 
be  subject,  not  only  to  the  pressure  from  the  con¬ 
sumers,  not  only  to  the  pressure  from  the  producers 
inside  the  industry,  but  also  to  pressure  from 
politicians,  for  ends  which  have  nothing  to  do  with 
the  efficiency  or  goodness  or  badness  of  the  industry 
as  such?  Consequently,  I  think  the  problem  of 
foreign  trade  on  the  one  hand,  the  problem  of 
technical  efficiency  on  the  other,  and  the  problem  of 
politics,  have  all  got  to  be  faced  fairly  and  squarely 
before  we  can  even  talk  of  a  general  programme  of 
Socialism ;  and,  as  I  say,  my  own  view  of  these 
matters  tends  to  be  the  pessimistic  one  ;  conse¬ 
quently  I  believe  the  sphere  of  the  State  in  the 
actual  operations  of  production  ought  to  be  limited, 
because  I  do  not  believe  the  State  will  do  good  if  it 
interferes.  That  seems  to  me  to  be  the  position. 

But,  of  course,  what  I  have  been  saying  is  subject 
to  certain  qualifications ;  let  me  indicate  very 
shortly  what  some  of  those  qualifications  are.  It 
is  possible  to  reject  Socialism  outright  and  private 
property  outright ;  it  is  possible  to  introduce,  if 
you  hke,  as  “  transition  ”  forms  of  industry,  various 
mixed  forms  of  industry.  Very  interesting  experi¬ 
ments  have  been  going  on,  for  instance,  in  Germany 
with  regard  to  the  dual  control  by  the  State  or  the 
Municipality  and  joint-stock  companies  of  electric 
lighting  enterprises  ;  and  I  would  like  to  see  very 
much  more  careful  investigation  of  intermediate 
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forms  which  are  neither  pure  private  property  nor 
pure  Socialism,  than  has  yet  been  going  on  in  this 
country.  Electric  lighting  enterprises,  I  may  remind 
you,  are  enterprises  which  do  produce  a  perfectly 
standardised  product.  They  constitute  one  of  the 
few  enterprises  which  are,  if  you  like,  ripe  for 
Socialism,  if  you  must  have  Socialism.  I  do  not 
think  very  much  harm  is  done  if  they  are  put  into 
the  hands  of  the  State,  or  are  left  in  the  hands  of 
private  persons. 

That  brings  me  to  the  other  side  of  the  question ; 
monopoly  leads  to  demands  for  Socialism.  A  mono¬ 
poly  has  certain  other  aspects  too — there  is  the 
aspect  of  price  ;  and  in  these  days  aggregations  of 
labour  have  formed  themselves,  just  as  aggregations 
of  capital  are  forming  themselves,  into  powerful 
groups.  The  question  is  raised  as  to  the  attitude 
of  the  State  towards  labour  organisation,  and  that 
raises  the  question  of  wages  and  their  regularisation 
by  the  State.  I  cannot  go  into  the  question  of 
whether  it  is  possible  by  means  of  special  taxation 
to  levy  monopoly  taxes  on  particular  enterprises. 
Those  are  rather  the  playthings  of  economists  than 
anything  very  practical.  But  I  want  to  say  this 
about  the  problem  of  monopoly  in  relation  to 
labour  organisation,  and  in  relation  to  wages,  I 
believe  that  in  certain  industries  in  which  wages 
are  obviously  insufficient  to  maintain  the  health  and 
strength  of  the  workers  in  the  industry,  there  is  a 
very  clear  case  for  co-operation  by  the  State.  That 
sort  of  interference  we  already  have  in  the  form  of 
trade  boards.  The  reason,  however,  why  I  think 
that  interference  is  desirable  is,  not  merely  because 
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of  the  direct  influence  on  the  efficiency  of  the  worker, 
good  as  that  may  be,  but  also  because  it  has  been 
shown  by  experience  time  after  time  that  if  you 
prevent  certain  types  of  employers  from  exploiting 
particular  types  of  labour  power,  they  are  forced  to 
reorganise  on  a  better  basis  than  they  were  working 
on  before. 

I  lay  it  down  as  a  broad  proposition,  subject 
to  the  qualification  which  I  have  already  men¬ 
tioned,  that  it  is  no  part  of  the  function  of  the 
State  in  any  way  whatever  to  guarantee  particular 
rates  of  wages  to  particular  groups  of  workers 
organised  in  particular  Unions.  It  is  no  part  of 
the  duty  of  the  State,  to  my  mind,  to  guarantee  a 
particular  rate  of  wages,  for  instance,  to  the  miners, 
merely  because  they  happen  to  be  organised  in  a 
powerful  Union  in  a  very  important  industry ; 
because  if  you  once  admit  that  a  particular  industry, 
or  the  workers  in  a  particular  industry,  have  the 
right  to  a  particular  rate  of  wages,  you  at  once  have 
the  result  of  the  whole  of  industry  being  ossified 
and  stratified  by  particular  wage  rates  which  may 
be  entirely  out  of  touch  with  one  another,  and  you 
will  have  terrible  difficulty  in  adjusting  one  wage 
rate  with  another.  I  do  not  believe  it  is  part  of  the 
duty  of  the  State  to  guarantee  trade  profits  either, 
because — let  me  say  the  same  thing  of  the  mine 
owners  as  of  the  miners — subject  to  the  qualification, 
as  I  have  already  said,  that  in  certain  industries 
where  less  than  “  efficiency  ”  wages  are  being  paid. 
State  interference  appears  to  me  to  be  absolutely 
justified,  the  State  would  have  to  assume  the  in¬ 
tolerably  difficult  task  of  determining  standards. 
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So  far,  I  have  talked  about  production,  but  my 
thesis  is  that  the  real  sphere  of  State  interference  in 
the  modern  world  lies  in  equalisation  of  opportunity  ; 
and  that  leads  me  to  deal  with  the  distribution  side 
of  the  social  problem.  First  of  all,  we  have  to  ask 
ourselves  what,  in  the  modern  world,  is  the  real 
function  of  the  rich,  or  better  off?  Because,  as  I 
see  it,  the  problem  of  the  modern  State  is  the  problem 
of  devising  adequate  methods  of  equalising  human 
well-being.  We  have,  therefore,  got  to  ask  our¬ 
selves  what  good  will  be  done  by  taxing,  and  what 
possible  harm  can  we  do  by  taxing  ?  Now,  the 
functions  of  the  rich  man  in  the  modern  community, 
if  I  may  put  it  in  that  way,  are  three-fold.  In  the 
first  place  the  desire  to  be  rich,  or  the  desire  to  be 
well  off,  is  an  incentive  to  effort ;  I  do  not  think  it 
is  any  good  disputing  that.  You  may  desire  to  be 
well  off  because  you  want  to  give  away  everything 
you  have  ;  or  you  may  desire  to  be  rich  because  you 
desire  to  spend  your  income  in  ostentatious  display  ; 
but  whatever  reason  you  may  have  for  wanting  to 
be  well  off,  I  do  not  think  anybody  can  doubt  that 
in  modern  societies  one  of  the  most  effective  incen¬ 
tives  to  effort  is  to  be  well  off.  In  so  far  as  the  desire 
to  be  well  off  leads  people  to  work  and  to  increased 
production,  it  is  good.  That  is  point  one.  Point  two 
is  also  an  economic  point ;  the  second  function  of  the 
well  off,  or,  if  you  like,  the  rich — because  these  are 
comparative  terms — is  to  provide,  by  means  of 
saving,  the  material  equipment  which  society  will 
continue  to  want  if  it  is  going  to  produce  at  a  high 
level ;  in  other  words,  the  capital  fund  of  the  com¬ 
munity  must  be  supplied  out  of  the  pockets  of  savers 
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and  the  persons  who  can  most  easily  save  are  the 
persons  who,  as  economists  are  fond  of  saying,  save 
automatically.  I  am  referring  to  people  like  the 
Astors  who  are  supposed  to  have  got  such  large 
incomes  that  they  have  got  to  the  point  when  it 
is  more  of  a  nuisance  to  spend  than  to  save.  It 
is  part  of  the  function  of  those  people  who  have 
got  more  than  is  required — for,  let  us  say,  even  a 
comfortable  existence  from  day  to  day — to  provide 
the  capital  equipment  by  means  of  reinvestment  of 
the  surplus  in  modern  industry.  In  other  words, 
one  of  the  functions  of  riches  is  to  stimulate  people 
to  effort ;  the  second  is  to  put  back  into  industry 
a  large  part  of  the  income  which  has  previously 
been  received  ;  and  the  third  is  what  I  call  a  social 
function  of  riches — as  distinct  from  the  economic 
function  of  riches — that  it  is  only  the  rich  who  in 
a  modern  democratic  State  have  funds  available 
for  the  purposes,  both  of  social  and  economic  experi¬ 
ment  to  the  extent  which,  in  the  interests  of  society, 
it  is  desirable  to  encourage.  The  State,  in  the 
modem  world,  does  do  something  to  encourage 
research  by  the  provision  of  funds  to  universities,  and 
research  workers,  and  the  like  ;  but  everybody  knows 
that  in  the  modern  world  there  are  always  a  host  of 
people  clamouring  for  any  surpluses  which  a  fortunate 
Chancellor  of  the  Exchequer  may  possess,  and  the 
tendency  is  always  present  for  the  Education 
Minister  to  be  the  step-child  of  a  Cabinet  meeting. 
So  that  the  rich  have,  as  one  of  their  functions, 
the  provision  of  money  for  purposes  which  the 
State  either  cannot  or  will  not  afford.  Beyond 
those  three  functions,  while  it  may  be  very  pleasant 
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to  be  rich,  I  see  no  great  social  utility  in  riches  as 
such. 

The  question  now  arises,  and  it  is  the  last  question 
that  I  want  to  put  to  you  ;  to  what  extent  can  the 
State  cut  into  the  incomes  of  the  well-to-do  without, 
on  the  one  hand,  destroying  their  willingness  to 
work,  and  without,  on  the  other  hand,  destroying 
their  ability  to  save  ?  To  that  particular  question 
I  want  to  give  a  categorical  answer,  which  some  of 
my  audience  may  dispute,  but  which  I  put  forward 
for  what  it  is  worth.  I  take  the  actual  evidence  of 
expenditure  in  the  United  Kingdom  at  the  present 
time,  and  I  argue  that  there  is  in  the  United  King¬ 
dom,  at  present,  still  such  a  large  margin  of  income 
which  is  obviously  used  purely  for  the  purposes  of 
immediate  gratification  that  I  cannot  believe  that 
there  is  not  a  very  comfortable  slice  of  fat  which 
may  be  cut  off  for  the  benefit  of  other  people. 
That  is  the  first  point  I  make.  I  will  put  it  in  this 
way  ;  that  there  goes  on  throughout  what  is  called 
Society  in  the  modern  world  an  amount  of  ostenta¬ 
tious  expenditure  which  could  be  diverted,  if  taxation 
were  high  enough,  to  other  ends.  That  proposition, 
I  think,  does  not  require  any  further  knowledge 
than  that  which  we  get  from  day  to  day. 

The  second  point  is  this  :  I  believe  it  is  possible  to 
kill  two  birds  with  one  stone — to  keep  up  the  incentive 
to  work,  and  at  the  same  time  provide  the  funds 
which  the  State  can  tax  by  shifting  the  weight  of 
taxation  from  income  and  output,  or  super-tax,  to 
death  duties.  I  do  not  propose  to  go  into  an  ingenious 
scheme  which  has  been  put  forward,  but  the  idea 
rests  upon  the  following  basis  :  people  are  always 
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fond  of  themselves  ;  they  are  almost  as  fond  of 
their  children  as  they  are  of  themselves  ;  they  are 
considerably  less  fond  of  their  grandchildren  than 
they  are  of  their  children  ;  and  after  that  they  do 
not  take  any  great  care  of  their  descendants  at 
all.  This  scheme  is  based  upon  this  single  view  of 
human  nature ;  it  proposes  to  tax,  in  the  first 
generation  very  lightly,  to  tax  in  the  second  genera¬ 
tion  rather  more  largely,  and  to  graduate  the  thing 
upwards  the  further  you  get  away  from  the  original 
maker  of  the  estate.  I  am  not  going  to  defend 
this  scheme  which  has  one  unfortunate  difficulty, 
from  the  standpoint  of  Chancellors  of  the  Exchequer, 
namely  that  they  would  be  incurring  all  the  odium 
of  imposing  heavy  death  duties,  the  benefit  of  which 
would  be  reaped  by  their  ^^th  descendant ;  but  I 
want  to  use  this  particular  scheme,  which  I  do  not 
necessarily  recommend,  as  an  argument  in  favour 
of  what  is  my  pet  theory  of  taxation,  which  is,  of 
course,  no  better  than  anybody  else’s,  that  we  should 
do  well  to  encourage  rich  men  to  go  on  working 
hard  by  letting  them  off  super-tax,  but,  on  the  other 
hand,  playing  on  the  well-known  fact  that  they 
like  to  die  leaving  large  amounts,  and  taxing  them 
much  more  on  death  duties,  I  believe  that  as  long 
as  you  allow  a  man  to  enjoy  what  he  has  accumu¬ 
lated  during  his  lifetime,  he  is  going  to  be  more 
content  if  you  take  a  larger  slice  when  he  has  gone. 
I  feel  rather  like  that,  but  you  may  differ  from  me, 
I  believe  it  used  to  be  a  saying  of  landlords  in  the 
good  old  days  of  the  eighteenth  century  that  the 
proper  way  to  get  an  efficient  farmer  is  to  salt  his 
land  well  with  a  high  rent ;  that  is  to  say,  if  you 
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made  a  man  pay  highly  for  the  privilege  of  using  a 
particular  means  of  production,  he  was  going  to 
take  great  care  to  get  the  best  out  of  it  that  he 
could.  I  say  we  ought  to  apply  this,  not  perhaps 
to  millionaires,  there  are  too  few  of  them,  but  to  our 
knowledge  of  human  nature  as  a  whole.  There  is  a 
large  number  of  people  who  save  less  when  the  rate 
of  interest  is  high  than  they  save  when  the  rate  of 
interest  is  low,  because  they  have  in  their  minds  a 
certain  sum  as  the  fortune  which  they  regard  as  giving 
them  a  desirable  existence,  so  that  possibly  a  reduc¬ 
tion  in  interest  leads  to  increased  saving  and  a  rise 
in  interest  rates  leads  to  diminished  saving.  I  want 
to  apply  that  fact  to  the  income-tax  problem.  We 
all  have  certain  standards  of  what  we  regard  as  a 
desirable  income.  So  far  from  believing  that  it  is 
universally  true  that  a  rise  in  the  income-tax  makes 
us  work  less,  I  think  it  is  often  true  that  a  rise  in 
income-tax  makes  us  work  harder.  If  I  know  the 
State  is  going  to  take  2S.  out  of  every  pound  that  I 
earn,  and  I  believe  I  must  have  so  much  to  live  as 
a  respectable  individual,  I  work  harder  when  the 
income-tax  goes  up  than  when  it  goes  down.  In 
other  words,  whether  the  remarks  which  I  have 
thrown  out  prove  to  be  correct  or  not,  they  do  at 
any  rate  indicate  that  it  is  untrue  to  assume  that 
the  imposition  of  taxation  by  the  State  on  the 
taxpayer  necessarily  and  always  results  in  a  diminu¬ 
tion  of  his  activity  ;  it  may  very  well  lead  to  an 
increase  in  his  activity. 

Now  this  is  my  final  point  ;  even  if  it  does, 
in  certain  cases,  lead  to  a  diminution  of  activity 
by  the  taxpayer,  if  we  spend  the  proceeds  of 
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such  taxation  on  building  up  the  health  and 
strength  of  the  population  as  a  whole  by  wiping  out, 
as  far  as  we  possibly  can,  what  used  to  be  called 
primary  poverty,  then  I  think,  although  we  may  be 
diminishing  productivity,  on  the  one  hand,  we  shall 
be  increasing  productivity  on  the  other  hand ; 
because,  after  all,  so  long  as  human  beings  co¬ 
operate  with  capital  in  the  production  of  goods 
and  services,  it  is  just  as  important  that  the  workers 
— and  I  insist  again  that  it  means  the  workers  of 
all  classes — should  be  healthy  and  happy  as  it  is 
that  the  capitalist  should  be  in  possession  of  a  high 
rate  of  dividend.  Consequently,  I  believe  that  the 
deterrent  effect  on  saving  of  high  rates  of  taxation, 
assuming  that  such  a  deterrent  effect  exists,  can  be 
quite  easily  offset  by  stimulation  of  production 
through  the  improvement  in  the  health  and  strength 
of  the  population  which  you  get  by  diverting  the 
surplus  of  one  group  of  people  to  the  benefit  and 
the  use  of  another  group. 

Perhaps  I  ought  to  add  just  one  thing  ;  I  believe 
it  is  extremely  important  that  we  should  divert  the 
excess  which  is  spent  in  ostentatious  expenditure 
to  social  ends,  but,  quite  frankly,  I  am  not  in  favour 
of  giving  great  masses  of  people  something  for 
nothing ;  in  other  words,  I  believe,  that  although  the 
State  ought  (if  I  may  use  that  awful  word  “  subsidy  ”) 
to  subsidise  insurance  services  and  other  services  of 
that  kind,  it  is  a  desirable  thing  in  all  social  services 
in  which  a  direct  pecuniary  payment  is  made  to  any 
given  individual,  that  that  individual  should  have 
contributed  something  to  what  he  gets  ;  otherwise 
you  are  simply  encouraging,  as  it  seems  to  me,  a 
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battening  on  the  public  funds.  Of  course,  there  are 
certain  cases  in  which  a  man  cannot  contribute ;  if  a 
man  is  ill,  you  do  not  expect  him  to  pay  his  doctor’s 
bill  while  he  is  ill ;  you  expect  him  to  pay  his  doctor’s 
bill  after  he  has  got  well.  But  I  do  not  believe  that 
you  ought  to  have  absolutely  gratuitous  public 
services  ;  I  believe  in  the  interests  of  public  morality 
it  is  broadly  desirable  that  anybody  who  receives  a 
sum  of  money  from  the  State  should  have  contributed 
to  the  sum  which  he  receives. 
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“LIBERAL  FOREIGN  POLICY” 


An  Address  delivered  by  Mr.  J.  A.  Spender  to  the  London 
Liberal  Candidates  Association  at  the  Caxton  Hall,  Westminster, 
on  November  24th,  1925. 

Chairman  :  The  Rt.  Hon.  Viscount  Grey  of  Fallodon,  K.G. 

I 

As  an  introduction  to  some  thoughts  on  Liberal 
foreign  policy,  I  propose  to-night  to  go  back  a  little 
into  the  old  Europe  before  the  War.  I  take  the 
system  of  armed  alliances  which  came  to  its  crash  in 
1914  to  be  the  absolute  antithesis  of  any  kind  of 
international  organisation  that  a  Liberal  desires, 
and  if  we  can  clearly  understand  how  it  arose,  and 
in  what  way  it  worked,  we  shall  begin  to  see  some 
of  the  things  that  most  need  to  be  avoided,  if  the 
future  is  not  to  be  as  the  past. 

Nothing,  I  think,  is  better  established  than  that 
this  system  of  armed  alliances  grew  out  of  the  war  of 
1870  and  the  annexation  by  Germany  of  the  French 
Provinces  of  Alsace-Lorraine.  From  the  end  of  the 
Napoleonic  wars  until  the  Franco-German  War, 
there  had  been  no  fixed  grouping  of  the  European 
powers,  and  their  wars  had  been  the  relatively  small 
ones  of  one  nation  against  another,  or,  as  in  the 
Crimea,  of  two  nations  allied  for  a  particular  purpose 
against  a  third.  But  from  1871  onwards  we  see  the 
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gradual  division  of  Europe  into  two  armed  camps, 
each  under  such  pledges  of  mutual  support  that 
almost  no  quarrel  could  break  out  anywhere  without 
involving  both  camps,  and  raising  a  casus  foederis 
for  all  the  nations  composing  them. 

This  process  began  beyond  question  with 
Germany’s  alarm  about  her  security  after  the  war 
of  1870.  To  talk  about  Germany  being  alarmed  at 
this  time  sounds  like  a  paradox,  not  to  say  an  absur¬ 
dity.  She  had  consolidated  the  German  States  into 
a  great  empire  ;  she  had  crushed  her  one  enemy  ; 
she  was  by  far  the  strongest  military  power  in  the 
world ;  she  was  threatened  by  none  of  her  neigh¬ 
bours — but,  nevertheless,  she  was  afraid.  It  is 
always  the  victors  who  are  afraid  after  the  great 
wars,  and  their  fears  are  in  proportion  to  the  severity 
of  the  terms  that  they  have  inflicted  on  the  van¬ 
quished.  It  was  Bismarck’s  conviction  from  the 
beginning  that  France  would  never  rest  until  she 
had  recovered  the  lost  Provinces,  and  he  saw  the 
position  of  Germany  as  one  of  increasing  danger, 
unless  France  could  be  isolated  by  an  overwhelming 
combination  of  Powers  against  her.  That  is  to  say, 
he  wrote  off  reconciliation  and  sought  safety  in  force. 
Reading  the  records  of  those  times,  we  find  his  mood 
varying  between  fear  that  he  has  done  too  much 
and  regret  that  he  did  not  do  more.  At  one  moment 
he  wonders  whether  he  would  not  have  been  wiser 
to  treat  France  as  leniently  as  he  had  treated 
Austria  in  the  six  weeks’  war  of  1866,  or  at  least 
have  been  content  to  take  Alsace  and  leave  Lorraine  ; 
at  another  he  comments  grimly  on  the  forbearance 
which  left  her  scotched  but  not  killed.  In  1875 
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he  frightened  all  Europe  by  threatening  to  renew 
the  war  with  France  and,  according  to  the  general 
belief  at  the  time,  was  only  deterred  by  the  remon¬ 
strances  of  Queen  Victoria  and  the  Emperor  of 
Russia.  For  the  moment  he  yielded,  but  he  drew 
the  conclusion  that  if  the  other  nations  would  not 
let  France  be  wiped  out,  she  must  be  so  hemmed  in 
as  to  make  Germany  absolutely  secure,  if  she  were 
mad  enough  to  attempt  another  war. 

From  the  moment  the  Franco-German  War  was 
over,  we  see  Bismarck  building  up  combinations  for 
this  purpose.  He  begins  in  1871  with  the  Dreikaiser- 
bund,  the  League  of  the  Three  Emperors — German, 
Austrian  and  Russian ;  a  sort  of  resuscitated  Holy 
Alliance  which  was  not  only  to  keep  the  peace  but 
to  stand  for  the  monarchical  principle.  But  the 
difficulty  from  the  beginning  was  that  two  of  the 
emperors — the  Emperor  of  Austria  and  the  Tsar  of 
Russia — had  sharply  divergent  interests  which  they 
were  not  prepared  to  subordinate  to  the  cause  of 
German  security  or  even  to  that  of  the  monarchical 
principle.  This  was  exasperating  to  Bismarck,  who 
thought  the  whole  Balkan  Peninsula,  which  was  the 
subject  of  their  quarrels,  to  be  not  worth  the  bones 
of  one  Pomeranian,  but  when  driven  to  the  wall  he 
felt  it  necessary  to  give  his  vote  and  influence  to 
Austria.  She  was  another  Germanic  Power  which 
in  the  last  resort  would  be  compelled  to  stand  by 
Germany,  whereas  the  Russians  were  Slavs  and 
semi-barbarians,  with  all  manner  of  unaccountable 
and  uncontrollable  instincts.  Thus  the  League  of 
the  Three  Emperors  was  greatly  weakened  by  his 
support  of  the  Austrian  view  against  the  Russian 
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at  the  Berlin  Congress  in  1878,  and  he  fell  back  in  the 
following  year  upon  a  separate  alliance  with  Austria. 
But  with  Russia  swinging  loose,  it  became  more  than 
ever  necessary  to  prevent  France  acquiring  friends, 
and  for  the  next  two  years  he  devoted  himself  to 
driving  a  wedge  between  France  and  Italy,  and 
forcing  Italy  into  alliance  with  Germany  and 
Austria.  The  admirers  of  real  politics  consider 
this  the  most  skilful  of  his  operations.  He  suggested 
to  the  French  that  they  should  gratify  their  colonial 
ambitions  by  seizing  Tunis,  and  at  the  same  time  sent 
his  henchman.  Count  Biilow,  to  Rome  to  make  the 
same  suggestion  to  the  Italians.  Had  both  Powers 
started  simultaneously  for  this  objective,  there 
would  probably  have  been  bloody  war  which  would 
have  exhausted  them  both  and  left  Germany  to  be 
the  tertius  gaudens,  but  the  same  purpose  was 
equally  well  served  when  France  leapt  ahead  and 
threw  a  disappointed  and  disgusted  Italy  into  the 
arms  of  Germany.  Thus  was  the  Triple  Alliance 
brought  to  perfection  in  1882,  and  another  simul¬ 
taneous  and  secret  transaction  brought  Rumania  in 
as  a  useful  satellite. 


II 

But  still  to  Bismarck’s  eye  German  security  was 
not  attained.  So  long  as  Russia  was  doubtful  and 
France  hostile,  there  was  always  the  possibility  of 
an  alliance  between  them,  and  diplomacy  had  need 
of  all  its  resources  to  keep  them  apart.  For  the  next 
eight  years  up  to  his  dismissal  from  office  in  i8go,  he 
played  a  deep,  subtle  and  dangerous  game.  In  1881 
he  had  caught  the  new  Tsar  at  a  moment  of  emotional 
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reaction  from  the  assassination  of  his  father  and 
induced  him  to  revive  the  League  of  the  Three 
Emperors  for  the  security  of  the  monarchical 
principle.  For  nearly  six  years  the  League  ran  side 
by  side  with  the  Triple  Alliance,  but  in  1887  it 
crashed  again  over  the  differences  between  Austria 
and  Russia  on  the  question  of  Bulgaria.  The  year 
1887  has  been  called  the  zenith  of  Bismarck’s 
diplomacy,  and  if  by  this  is  meant  that  he  surpassed 
himself  in  unscrupulous  cunning,  the  period  deserves 
the  name.  He  played  fast  and  loose  with  the 
Bulgarian  crisis  caused  by  the  determination  of 
Eastern  Roumelia  to  join  up  with  Bulgaria,  at  one 
moment  supporting  the  Russian  campaign  against 
Alexander  of  Battenberg ;  at  another  secretly  en¬ 
couraging  Prince  Ferdinand  to  ride  the  high  horse 
against  the  Tsar,  though  ostensibly  standing  with 
Russia  in  opposition  to  him.  The  disclosure  to  the 
Tsar  of  a  secret  correspondence  incriminating  the 
German  Chancellor  all  but  cut  the  wires  between 
Berlin  and  Petersburg,  but  Bismarck  rose  to  the 
occasion  and  by  a  mixture  of  cajolery  and  veiled 
threats  brought  the  Tsar  into  line  again  and  appeased 
him  with  the  secret  Treaty  of  Reinsurance,  which 
was  an  act  of  treachery  to  his  Austrian  ally.  The 
year  1887  has  been  made  the  subject  of  an  exhaustive 
study  by  Professor  Fuller  of  Wisconsin  University, 
and  there  could  be  no  better  sample  of  the  old 
diplomacy  under  Bismarck’s  direction.  It  is  from 
our  point  of  view  a  mad  and  confused  period  with  all 
the  familiar  parts  reversed.  Russia  appears  as  the 
enemy  of  her  protege  Bulgaria,  and  Austria  as  the 
friend  and  champion  of  Serbia,  who,  according  to 
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her  national  practice,  demands  compensation  for 
the  aggrandisement  of  her  neighbour  Bulgaria. 
But  in  the  end  it  is  Germany  who  is  left  rejoicing, 
and  all  the  parties,  unknown  to  themselves,  have 
danced  to  the  piping  of  Berlin,  which  has  contrived 
to  keep  the  Triple  Alliance  intact  and  Russia 
comfortably  in  tow. 

But  something  more  belongs  to  the  year  1887,  and 
that  something  concerns  ourselves.  Before  the  end 
of  the  year  Bismarck  persuaded  Lord  Salisbury  to 
enter  into  a  triple  accord  with  Austria  and  Italy  for 
the  defence  of  Austrian,  Italian  and  British  interests 
in  the  Mediterranean.  The  correspondence  between 
Bismarck  and  Lord  Salisbury  which  led  up  to  that 
engagement  appears  in  the  recently  published  Ger¬ 
man  documents,  and  is  printed  in  an  appendix  to 
Professor  Fuller’s  book.^  In  the  light  of  subsequent 
events,  some  passages  in  these  documents  have  a 
strangely  ironical  ring.  Lord  Salisbury  asks  for  a 
firm  assurance  that  Germany  will  support  Austria 
in  the  event  of  her  being  involved  in  war  with  Russia, 
and  Bismarck  satisfies  him  by  producing  the  1879 
Treaty  between  Germany  and  Austria.  Lord  Salis¬ 
bury  next  asks  for  reassurances  about  the  intentions 
of  the  Crown  Prince  William,  afterwards  Kaiser 
William  II.  “  A  Prince,”  he  says,  ”  who  is  believed 
to  be  more  favourable  to  Russia  and  more  averse 
to  England  than  the  present  heir  to  the  throne,” 
and  whose  succession,  he  has  heard,  “is  a  con¬ 
tingency  which  may  arrive  at  an  earlier  date  than 
was  expected.”  He  is  satisfied,  or  professes  to  be 

Bismarck’ s  Diplomacy  at  its  Zenith,  by  J.  V.  Fuller  (Harvard 
University  Press). 
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satisfied,  by  Bismarck’s  explanation  that  “  the 
course  of  Germany  must  be  dictated  by  the  con¬ 
siderations  of  national  interest  felt  by  the  nation  at 
large  and  not  by  the  personal  prepossessions  of  the 
reigning  sovereign.”  So  with  these  assurances  Lord 
Salisbury  enters  into  the  triple  accord,  and  for 
several  years  to  come,  up  at  least  to  1892,  Great 
Britain  is,  if  not  actually  in  the  Triple  Alliance,  a 
leading  member  of  the  principal  subsidiary  combina¬ 
tion.  I  wonder  how  many  Englishmen  are  aware 
of  this  transaction  or  of  the  existence  of  this  singular 
correspondence.  The  compulsion  on  our  side  came 
from  Egypt,  where  the  hostility  of  France  drove  us 
to  seek  the  support  of  Germany.  Lord  Salisbury’s 
letter  winds  up  with  a  specially  interesting  paragraph : 

”  The  grouping  of  states  which  has  been  the 
work  of  the  last  year  will  be  an  effective  barrier 
against  any  possible  aggression  of  Russia  ;  and  the 
construction  of  it  will  not  be  among  the  least 
services  which  your  Serene  Highness  has  rendered 
to  the  cause  of  European  peace.” 

This  is  said  to  the  man  who  has  just  concluded 
the  Secret  Reinsurance  Treaty  with  Russia,  which, 
needless  to  say,  was  not  communicated  to  Lord 
Salisbury  when  the  German-Austrian  Treaty  was 
disclosed.  It  is  also  said  to  the  man  who  in  1885 
at  the  time  of  the  Anglo-Russian  Penj-dep  incident 
wrote  a  remarkable  dispatch  to  the  Emperor 
William  I,  which  appears  among  the  recently  pub¬ 
lished  German  documents.^  Let  me  read  you  a 
passage  from  that : 

”  Germany  has  no  interest  in  preventing  Russia, 

»  Die  Crosse  Politik,  vol.  iv,  pp.  124-6. 


86  Liberal  Points  of  View 

if  she  looks  for  the  employment  which  she  needs  for 
her  army  rather  in  Asia  than  in  Europe.  ...  If 
the  Russian  Army  is  unemployed,  it  becomes  a 
danger  to  the  internal  security  of  the  Empire  and 
the  dynasty.  If  occupation  fails  in  Asia,  it  must 
necessarily  be  sought  on  the  west  front.  When 
in  recent  days  the  prospect  became  peaceful  in  Asia, 
a  strengthening  of  artillery  and  energetic  promotion 
of  fortifications  on  the  west  front  immediately  took 
place.  Still  more  significant,  however,  is  the 
following  circumstance.  So  soon  as  Mr.  Gladstone, 
somewhat  precipitately,  had  communicated  to  Parlia¬ 
ment  that  Lord  Granville  and  the  Secretary  of  State 
for  India  had  come  to  an  understanding  with  the 
Russian  Ambassador  von  Staal  about  a  boundary 
which  was  satisfactory  to  Lord  Dufferin  and  consent 
to  which  by  the  Russian  Government  was,  as  he 
alleged,  expected  from  to-day — no  sooner  was  this 
announced  than  voices  were  raised  in  the  newspapers 
of  different  countries  expressing  the  hope  and  the 
expectation  that  the  settlement  of  the  Afghan  con¬ 
flict  would  lead  to  an  understanding  and  alliance 
between  Russia  and  England.” 

Bismarck  then  goes  on  to  say  that  an  Anglo-Russian 
understanding  would  almost  of  necessity  draw  France 
to  the  same  side  and  be  the  basis  of  a  coalition 
against  Germany,  and  he  concludes  his  argument 
with  these  words ; 

“  It  is,  therefore,  an  intimate  aim  of  German 
policy  to  bring  about  hostile  rather  than  too  intimate 
relations  between  Russia  and  England.  We  have, 
however,  conscientiously  resisted  this  and  done 
nothing  to  promote  war-like  ideas,  but  if  we  practise 


87 


Liberal  Foreign  Policy 

this  forbearance  from  general  Christian  motives,  we 
are  still  under  an  obligation  to  the  German  people 
to  avoid  everything  which  would  lead  to  our  relieving 
England  of  Russian  hostility  and  bringing  that 
hostility  back  on  ourselves." 

If  we  study  these  passages  and  others  like  them 
that  appear  in  the  German  publications,  we  see  the 
whole  Bismarckian  method  revealed.  By  the  end 
of  the  year  1887  Bismarck  has  got  his  Triple  AUiance 
secure,  and  has  flanked  it  by  an  elaborate  machinery 
for  keeping  France  and  Italy  in  hostile  relations  on 
the  one  side  and  Russia  and  Britain  in  hostile  rela¬ 
tions  on  the  other.  This  does  not  prevent  him  from 
pretending  to  be  simultaneously  the  friend  of  both 
Russia  and  Britain,  and  while  he  is  bribing  Russia 
by  a  secret  treaty  at  the  expense  of  his  ally  Austria, 
he  draws  Britain  into  the  orbit  of  the  Triple  Alliance 
by  an  engagement  which  he  persuades  her  is  a 
guarantee  against  Russia.  All  this  was  for  the  sole 
purpose  of  obtaining  German  security  against  the 
supposed  danger  of  a  French  war  of  revenge.  Apart 
from  this,  apart  from  the  possibility  of  France’s 
striking  in,  when  Germany  was  involved  with 
Russia,  there  was  no  possible  ground  for  alarm,  for 
German  forces  could  easily  have  disposed  of  any 
other  antagonist. 

One  would  have  thought  it  was  enough.  Through¬ 
out  the  year  1887  Bismarck  had  kept  Europe  under 
an  incessant  threat  of  war,  and  at  the  end  of  it  secured 
every  point  in  his  game.  Nevertheless,  in  February 
1888  he  came  to  the  Reichstag  with  a  proposal  to 
increase  the  German  military  forces  by  700,000  men. 
He  was  still  afraid,  and,  what  is  more,  he  had  grounds 


88  Liberal  Points  of  View 

for  his  fears.  For  at  the  zenith  of  his  power  he  had 
made  himself  the  most  mistrusted  man  in  the  world, 
and  the  edifice  he  had  built  up  was  already  under¬ 
mined  by  the  suspicions  and  fears  that  his  methods 
had  created.  Russia,  though  submitting  for  the 
time  being,  was  determined  that  she  would  not  long 
remain  the  vassal  of  Bismarck,  and  already  the 
forces  were  in  motion  that  brought  the  formidable 
counter-alliance  of  France  and  Russia  into  existence. 

The  history  of  the  next  three  years  1888-91  is 
that  of  the  underground  development  of  this  move¬ 
ment.  France  first  wooed  Russia  financially  and 
then  won  her  politically.  I  cannot  go  into  the 
details,  which  will  only  be  fully  known  when  the 
French  documents  are  revealed.  What  concerns  us 
now  is  that  in  i8gi — twenty  years  after  the  treaty 
of  Frankfurt — Europe  was  definitely  divided  into  two 
camps,  the  logical  and  inevitable  result  of  Bismarck’s 
effort  to  seek  German  security  by  a  concentration 
of  armed  force  against  his  former  enemy.  In  the 
meantime,  Bismarck  had  fallen,  and  the  Emperor 
William  II  had  come  on  to  the  scene  with  a  policy 
which  was  called  ”  the  new  course.” 

What  that  “  new  course  ”  was  it  is  impossible  to 
state  in  logical  or  coherent  terms.  It  has  the  appear¬ 
ance,  as  we  look  back  on  it,  of  inconsequent  rushes, 
first  in  one  direction,  then  in  another,  and  sometimes 
in  contrary  directions  at  the  same  time.  I  am  sure 
Lord  Grey  is  right  when  he  says  in  his  Twenty-five 
Years  that,  whatever  Bismarck  might  have  done, 
he  would  not  have  done  what  his  successors  did. 
With  all  his  contempt  of  the  common  morality,  he 
kept  his  eye  steadily  on  the  forces  at  work,  and  would 
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not  have  piled  up  the  liabilities  of  the  German  Empire 
while  constantly  diminishing  its  securities.  Bis¬ 
marck  had  certain  rules  from  which  he  never 
departed.  One  was  to  keep  Austrian  policy  within 
bounds,  so  that  the  risk  of  a  collision  between 
Russia  and  Germany  should  be  reduced  to  the 
minimum.  Another  was  that  England  was  to  be 
cultivated  just  in  proportion  as  Russia  became  cool, 
and  that  never  in  any  case  should  the  hostility  of 
both  be  risked  at  the  same  time.  A  third  was  that 
France  should  be  allowed  to  gratify  her  ambition 
for  colonial  expansion,  and  so  be  tempted  to  divert 
her  forces  and  energies  from  Europe  to  oversea 
regions.  All  three  were  thoroughly  sound  maxims  for 
the  skilful  manipulator  of  real  politics.  But  the 
Emperor  William  flouted  each  of  them  in  turn.  He 
cut  the  wires  to  Petersburg  by  denouncing  the 
Reinsurance  Treaty  ;  he  offended  England  by  the 
Kruger  telegram ;  he  humiliated  France  over  the 
Morocco  question.  Between  whiles  he  had  curious 
diversions  and  repentances.  The  German  docu¬ 
ments  show  him  alternately  toying  with  the  idea  of 
a  European  coalition  against  Britain  and  the  idea 
of  an  alliance  with  her.  He  complains  bitterly  that 
we  will  enter  into  no  written  engagements,  and  then 
in  the  year  1899,  when  he  has  encouraged  Mr.  Cham¬ 
berlain  to  offer  an  alliance,  he  goes  home  and  turns 
it  down  or  permits  it  to  be  turned  down.  Three 
years  later  we  see  him  in  the  famous  “  Willie-Nickie  ^ 
correspondence  returning  to  the  notion  of  the  anti- 
British  coalition — this  time  with  more  reason,  for 
he  had  by  now  definitely  committed  himself  to  the 
policy  of  challenging  Britain  at  sea  which  could  only 
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ii 

have  been  made  safe  for  Germany  if  such  a  coalition  I 

could  have  been  brought  about.  From  the  moment  | 

when  the  German  fleet  reached  such  strength  that  |j 

we  were  compelled  to  concentrate  our  fleet  in  the  ii 

North  Sea  and  leave  our  Mediterranean  interests  in  i 

other  hands,  we  were  of  necessity  thrown  into  the  ;; 

arms  of  France,  and  we  may  be  thankful  that  we  i; 

had  statesmen  wise  enough  to  see  that  we  at  all  | 

events,  in  the  situation  which  had  been  thrust  upon 
us,  could  not  afford  to  risk  the  hostility  of  both  the  ‘ 
European  groups.  The  Emperor  and  his  advisers 
apparently  had  not  the  sense  to  see  what  they  were  ! 

doing  and  what  was  bound  to  be  the  reply  on  our  ? 

side.  It  is  impossible  to  believe  that  Bismarck  ' 

would  have  been  so  blind.  j 

I  will  not  follow  the  story  into  the  subsequent  j 
transactions  which  Lord  Grey  has  described  with  un-  i 
rivalled  authority.  They  followed  like  fate  from 
these  beginnings.  To  a  Europe  divided  into  two 
camps,  each  involved  in  a  network  of  reciprocal 
obligations,  every  question  was  dangerous.  From 
year  to  year  no  Government  could  say  whether  the 
Great  War  would  come  from  a  quarrel  about  a  port 
in  Morocco  or  a  scuffle  in  the  Balkans,  or  whether  the 
side  to  which  it  was  committed  would  on  a  dispassion¬ 
ate  judgment  be  in  the  right  or  in  the  wrong.  On 
particular  incidents  we  may  judge  Germans  and 
Austrians  to  have  been  right  and  Russians  and 
French  wrong,  but  no  quarrel  could  spread  without 
threatening  consequences  that  swamped  the  origins 
of  the  dispute.  Lord  Grey  persisted  in  one  patient 
effort  after  another  to  localise  quarrels,  but  each 
success  made  the  next  effort  less  promising,  and 


Liberal  Foreign  Policy  gi 

finally  the  conflagration  spread  outwards,  covered  all 
Europe  and  leapt  across  the  Atlantic,  from  the  crime 
of  Serajevo.  Such  was  the  system  which  grew  up 
by  a  logical  process  from  the  original  German  quest 
of  security  after  the  annexation  of  Alsace-Lorraine. 
From  the  German  Triple  Alliance  came  the  counter¬ 
alliance,  and  from  the  clash  of  the  two,  the  Great 
War.  There  could,  as  the  event  proved,  be  no 
neutrals  among  the  great  Powers,  for  all  had  vital 
interests  which  depended  on  the  victory  or  defeat 
of  one  group  or  the  other. 

Ill 

I  have  dwelt  upon  this  history  at  some  length, 
because  only  by  understanding  it,  and  resolving  that 
it  shall  not  be  repeated,  can  we  begin  to  see  the 
alternative  Liberal  policy.  I  hope  I  shall  not 
be  misunderstood  if  I  say  that  no  Liberal  policy 
of  peace  was  possible  under  the  system  I  have 
described.  It  was  possible  to  defend  Liberal 
interests  by  fighting  for  them  ;  it  was  possible, 
as  Lord  Grey  has  shown  by  his  example,  to  be 
loyal  to  friends,  to  be  faithful  to  treaties,  to 
speak  the  truth,  to  pursue  one  steady  and  consistent 
line.  But  so  long  as  the  rest  of  the  world  remained 
armed  to  the  teeth  and  rejected  our  counsels  to 
disarm  or  even  to  reduce  armaments,  it  was  not 
possible  to  pursue  a  Liberal  policy  for  Europe  or  for 
the  world  by  peaceful  means.  In  this  very  danger¬ 
ous  world  we  had  to  think  of  our  own  safety,  and 
that  imperatively  required  that  we  should  not  be 
left  alone  and  friendless  among  hostile  neighbours. 
We  came  into  the  Great  War  a  united  nation  on  a 
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generous  impulse  to  defend  Belgium  against  an  out¬ 
rageous  attack  on  her,  but  if  we  are  frank  with  our¬ 
selves,  we  are  bound  to  admit  that,  apart  from  this 
one  incident,  it  was  the  play  of  the  forces  rather 
than  the  merits  of  their  quarrels  which  governed  the 
policy  of  the  nations.  I  believe  that,  in  the  broad 
sense  of  the  word  militarism,  and  especially  Prussian 
militarism,  was  the  cause  of  the  War.  But  if  at  the 
last  France  and  Russia  had  been  incontestably  in 
the  wrong,  and  Germany  and  Austria  incontestably 
in  the  right,  we  should  nevertheless  have  been  in  a 
position  of  the  gravest  danger  if  France  and  Russia 
had  been  defeated  by  Germany  and  Austria.  It  is 
inherent  in  the  system  of  armed  alliances  that  the 
rights  and  wrongs  of  a  particular  dispute  can  count 
for  little  in  comparison  with  the  consequences  of 
victor}^  or  defeat  for  one  side  or  the  other.  In  such  a 
world  you  must  calculate  the  forces,  choose  your  side, 
and,  having  chosen  it,  stick  to  your  friends  through 
thick  and  thin,  otherwise  whoever  else  may  come  up, 
you  will  certainly  go  down.  This  is  what  is  called 
Real  Politik,  and  though  it  may  trade  on  the  highest 
emotions,  it  can  in  fact  take  account  of  little  except 
self-interest. 

Indeed,  we  are  bound  to  say  that  in  the  forty 
years  before  the  War,  Europe  was  organised  on  a 
principle  from  which  the  common  morality  was 
excluded.  I  do  not  think  there  is  another  period  in 
history  of  which  this  can  be  said  to  the  same  extent, 
unless  it  be  on  a  much  smaller  scale  the  period  of 
Frederick  the  Great,  and  I  should  like  to  be  able  to 
draw  the  inference  that  it  is  a  unique,  even  a  freak, 
period  which  need  not  be  repeated  in  the  future 


Liberal  Foreign  Policy  q3 

history  of  the  world.  But  we  cannot  take  this  for 
granted.  On  the  contrary,  such  is  the  nature  of 
modem  nations,  and  such  the  power  and  range  of  their 
scientific  apparatus  for  killing  and  the  terror  it 
inspires,  that  it  is  almost  certain  that,  if  Europe  is 
again  divided  into  two  camps,  the  same  results  will 
follow.  The  two  camps  will  pile  up  armaments  in 
the  name  of  security,  and  fear  and  self-interest,  and 
not  right  and  wrong,  will  be  their  predominant 
motives.  If  that  comes  to  pass,  there  will  be  no 
Liberal  policy,  there  will  only  be  the  policy  of 
saving  our  skins,  and  in  that  Europe  in  the  years 
before  the  War  was  a  standing  example  of  the 
Gospel  maxim  that  “  whosoever  saveth  his  life 
shall  lose  it.” 

What  is  the  alternative  and  what  are  the  con¬ 
ditions  of  a  Liberal  policy  as  opposed  to  this  bank¬ 
rupt  system  of  power  politics  ?  The  first  is  that 
Europe  shall  not  again  be  divided  into  two  camps, 
which  means  in  practice  that  the  League  of  Nations 
shall  be  substituted  for  the  armed  alliances.  We 
have  been  in  great  peril  in  that  respect  during  the 
last  five  years.  We  have  heard  M.  Poincare  talking 
exactly  the  same  language  about  French  security 
after  the  Great  War  as  Bismarck  talked  about 
German  security  after  the  Franco-German  War. 
Once  more  it  is  the  victor  who  is  afraid,  the 
victor  who  is  conscious  of  having  done  too  much. 
And  once  more  we  have  seen  the  victor  trying  to 
establish  his  security  by  immense  armed  forces  and 
by  a  network  of  treaties  and  alliances  drawing  the 
surrounding  nations  into  his  orbit.  In  all  this  we 
have  seen  the  theory  of  German  irreconcilability 
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playing  in  France  exactly  the  same  part  as  the  theory 
of  French  irreconcilability  played  in  Germany  after 
the  war  of  1870.  It  could  not  go  on  without  having 
the  same  consequence,  namely  the  formation  of 
another  armed  camp  to  stand  against  the  French 
armed  camp.  It  took  twenty  years  in  the  previous 
period  to  bring  about  this  division,  and  it  might  take 
as  many  years  or  longer  in  the  new  conditions.  But 
in  the  end  the  result  would  be  certain.  Germany 
could  not  for  ever  be  kept  disarmed  if  her  neighbours 
remained  armed,  and  her  natural  course  would  be, 
what  the  German  Junkers  are  actually  now  recom¬ 
mending,  an  alliance  with  Bolshevist  Russia,  v/hich 
would  draw  into  its  orbit  all  the  nations  dissatisfied 
with  the  Treaty  of  Versailles. 

From  this  point  of  view  the  adhesion  of  Germany 
to  the  League  of  Nations  is  of  fundamental  import¬ 
ance.  It  is  our  main  hope  of  keeping  Europe  in  one 
camp,  and  stopping  the  drift  which  will  otherwise 
inevitably  divide  it  into  two  camps.  The  Locarno 
pact  is  of  intrinsic  importance,  since,  if  it  is  honestly 
fulfilled  by  both  parties,  it  will  abolish  the  theory 
of  German  irreconcilability  upon  which,  as  in  the 
previous  years  on  the  theory  of  French  irreconcil¬ 
ability,  a  new  armed  system  would  grow  up.  At  last 
it  gives  us  a  hope  that  hostility  will  not  for  ever 
radiate  outwards  from  the  feud  on  the  Rhine.  But 
the  test  of  the  pact  is  that  Germany  should  join  the 
League  and  act  as  an  honest  and  loyal  member  within 
it.^  I  think  we  may  have  good  hopes  of  this,  for  while 
it  is  necessary  to  say  harsh  things  of  German  states¬ 
men  and  their  methods  in  past  times,  the  German 
people  have  another  side  to  their  character  which 
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should  make  them  highly  efficient  organisers  of  peace, 
if  their  minds  are  bent  in  this  direction. 

The  development  of  the  League  until  all  the 
nations,  including  Russia,  are  within  it,  and  it  can 
act  as  a  real  concert  of  Europe,  is  thus  necessarily 
the  first  object  of  a  Liberal  foreign  policy.  Please, 
let  me  emphasise  the  word  development.  To  be 
successful,  a  policy  of  peace  must  be  as  active  and 
enterprising  as  a  policy  of  war,  and  peace  like  liberty 
will  call  for  eternal  vigilance.  We  must  remember 
the  nature  of  the  League  and  beware  of  straining  its 
powers  to  the  breaking  point,  but  we  must  not  take  it 
for  granted,  we  must  infuse  it  with  Liberal  ideas  and 
organise  a  Liberal  opinion  behind  it.  For  immediate 
purposes,  I  think  we  should  concentrate  on  the  mutual 
reduction  of  armaments.  The  reduction  of  land 
armaments  is  an  immensely  difficult  question  which 
has  hardly  been  studied  at  all  at  present  by  the 
general  public,  but  it  must  be  studied,  for  an  armed 
League  will  not  relieve  the  world  of  the  burden 
of  militarism  or  exorcise  the  fear  of  war.  While 
armaments  continue  on  their  present  scale,  there  is 
always  the  possibility  that  veiled  alliances  will 
continue  their  warfare  within  the  League  and  ulti¬ 
mately  defy  its  authority. 

IV 

Nothing  but  the  concentration  of  Liberal  opinion 
on  these  developments  and  its  stern  resistance,  both 
to  the  cynicism  which  thinks  lightly  of  the  League  and 
to  the  impulses  of  the  old  Adam  to  break  away  from 
it  for  some  momentary  self-interest,  will  carry  us 
along  this  path.  There  are  risks  of  course  all  the 


96  Liberal  Points  of  View 

way,  risks  in  the  Covenant,  risks  in  the  Pact,  greater 
and  more  formidable  risks  in  declining  Covenant 
and  Pact.  I  believe  President  Wilson  spoke  the 
truth  when  he  said  that  there  would  be  no  neutrals 
in  another  Great  War.  For  myself  I  cannot 
conceive  the  circumstances  in  which  this  country 
would  be  able  to  remain  a  spectator  while  Europe 
went  up  in  flames.  If  that  is  so,  the  way  of  safety 
for  us  as  for  all  others  is  to  stop  the  drift  into 
the  hostile  divisions  which  would  bring  another 
Great  War,  and  in  taking  it,  we  take  the  lesser  risk 
in  the  better  cause.  But  our  hope  as  Liberals  extends 
to  something  more  than  peace.  It  is  to  a  Europe  in 
which  we  shall  be  able  to  do  justice  between  nations, 
heal  our  economic  feuds,  organise  the  common 
resources  for  the  benefit  of  the  whole  continent  and, 
if  quarrels  must  occur,  settle  them  on  their  merits 
and  keep  them  within  the  bounds  in  which  they  will 
not  threaten  the  general  peace. 

I  might  take  you  over  the  map  of  Europe  and 
show  you  causes  of  friction  here,  wrongs  which 
have  in  them  the  seeds  of  conflict  there,  and 
endeavour  to  suggest  what  attitude  a  Liberal  should 
take  on  this  question  or  the  other.  But  this  effort 
would  require  a  specialist  knowledge  which  no  one 
man  can  possess,  and  in  the  end  it  would  be  waste 
labour.  Let  us  realise  that  there  are  causes  of 
friction  and  quarrel  everywhere — even  more  causes 
now  than  before  the  War — and  that  any  one  of 
them  might  at  any  moment  become  the  centre  of  a 
general  conflagration,  if  Europe  were  organised 
again  on  the  principles  that  prevailed  before  the 
War.  The  one  general  Liberal  aim  is  that  she  shall 


97 


Liberal  Foreign  Policy 

not  be  so  organised  and  that  the  nations  shall  not 
have  to  devote  their  lives  to  preparations  for  another 
great  slaughter. 

What  this  means  in  releasing  energy  and  wealth 
for  the  work  of  civilisation  we  can  only  dimly  fore¬ 
shadow.  Broadly,  the  aim  is  to  divert  to  that  purpose 
the  loyalties,  the  strivings,  and  even  the  passions 
which  have  hitherto  found  their  vent  in  War.  Let 
us  be  careful  lest  in  passing  judgment  on  what  has 
gone  before  we  underrate  these  forces  or  attribute 
them  to  low  and  interested  motives.  In  analysing 
the  diplomacy  of  pre-war  Europe  we  are  challenging 
a  conception  of  statecraft  rather  than  arraigning 
individuals.  Mingled  with  the  fraud  and  deceit, 
the  grasping  ambition,  the  unworthy  fear  which 
the  scene  as  a  whole  presents  to  us,  were  generous 
emotions,  love  of  country,  love  of  the  right,  love  of 
freedom  working  in  all  nations  among  masses  of 
people,  who  in  the  end  gave  hfe  and  everything  for 
what  they  deemed  to  be  their  duty.  The  willingness 
of  human  beings  to  give  their  lives  for  innumerable 
things  of  which  there  is  no  material  measure  is  the 
greatest  and  most  baffling  quality  of  humanity  and 
it  will  not  be  extinguished  by  any  pacifism.  If  it 
could  be,  the  world  would  be  spiritually  dead.  I 
cannot  think  of  any  policy  worthy  to  be  called 
Liberal  which  does  not  assume  that  in  the  last 
resort  men  will  give  their  lives  rather  than  submit 
to  wrong,  tyranny,  and  the  violation  of  conscience. 
The  Liberal  policy  I  am  thinking  of  is  not  one  which 
will  release  them  from  this  ultimate  liabihty,  but 
it  is  or  ought  to  be  one  which  will  save  them  from 
being  driven  into  hostile  camps  which  acknowledge 
7 


98  Liberal  Points  of  View 

no  right  but  force.  And  it  is  or  it  ought  to  be  one 
which  enlists  all  the  generous  emotions  of  the 
fighting  spirit  in  a  new  and  zealous  kind  of  warfare 
for  human  betterment.  It  is  a  real  encouragement 
to  see  the  growth  year  by  year  of  the  co-operative 
and  humanitarian  side  of  the  League  of  Nations  and 
high  hopes  may  be  built  on  this  gradual  drawing 
together  of  the  nations  in  work  which  is  common 
to  humanity.  But  at  the  end  of  it  all,  it  is  not  a 
standardised  world  of  law  and  order  nor  even  a 
world  of  frugal  citizens  living  a  quiet  life  that  kindles 
our  hope  ;  rather  is  it  a  world  in  which  the  eternal 
struggle  between  the  powers  of  hght  and  darkness 
will  go  on,  and  in  which  right  and  justice  may  be 
winning  causes  for  the  adventurous. 
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“  UNEMPLOYMENT  ” 

An  Address  delivered  by  Mr.  W.  T.  Layton,  C.H.,  to  the  London 
Liberal  Candidates  Association  at  the  Caxton  Hall,  Westminster, 
on  December  8th,  1925. 

I  SHOULD  like  to  make  two  preliminary  observa¬ 
tions.  The  first  is  that  I  do  not  propose  to  make  a  party 
speech — that  is  to  say,  I  do  not  propose  to  criticise 
the  action  or  inaction  of  previous  Governments  or 
of  the  present  Government.  What  I  have  to  say 
will  be  a  party  speech  only  in  the  sense  that  it  looks 
at  the  unemployment  problem  from  what  I  believe 
to  be  a  Liberal  standpoint. 

The  second  thing  I  have  to  say  is  that  I  shall 
not  take  up  any  of  your  time  in  describing  the 
plight  of  the  unemployed.  I  would  only  underline 
the  danger  of  getting  callous  about  the  whole 
problem.  The  human  mind  is  capable  of  adapting 
itself  to  any  sort  of  circumstances.  I  remember  the 
astonishment  with  which  I  listened  once  to  a  friend 
of  mine  who  was  with  Scott  in  the  Antarctic  de¬ 
scribing  a  whole  winter  spent  in  a  hole  in  the  snow 
until  they  were  relieved  by  their  friends.  We  are  in 
danger  of  getting  too  familiar  with  abnormal 
conditions,  and  of  coming  to  think  that  they  are 
normal.  This  applies  particularly  to  the  unemploy¬ 
ment  problem,  because  our  abnormal  unemployment 
has  not  been  accompanied  by  serious  distress  or 
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starvation,  such  as  would  have  been  the  case  years 
ago.  Indeed,  in  spite  of  the  situation  in  the  last  three 
years,  I  think  it  will  be  agreed  that  our  people  are 
as  well  fed  as  they  were  before  the  War,  and  on  the  j 
whole  they  are  better  shod  and  clothed.  They  are  | 
more  temperate  ;  the  general  standard  of  decency  j 
and  their  morale  is  higher ;  both  intellectually  and  | 
physically  they  are  better  off,  in  spite  of  present  i 
conditions.  That  is,  to  my  mind,  the  greatest 
miracle  since  the  War.  It  is  a  very  remarkable  | 
fact.  Nevertheless,  the  disease  is  there  all  the  time.  ; 
We  can  all  quote  examples  from  our  own  experience, 
or  from  general  experience,  or  from  looking  at  the  | 
situation  statistically.  I  am  not  going  to  spend  any 
time  upon  it ;  but  we  have  to  beware  of  getting 
too  used  to  the  situation  and  being  satisfied  with  1 
removing  the  pain  instead  of  attacking  the  root  of  | 
the  disease.  ! 

I  cannot  cover  the  whole  problem  of  unemploy¬ 
ment  in  one  lecture.  I  want  rather  to  touch  upon 
the  points  which  are  susceptible  of  being  dealt 
with  by  public  policy ;  but  first  I  want  to  say 
that,  whenever  we  are  thinking  of  the  unemploy¬ 
ment  problem  in  this  country,  we  have  to  answer  a 
prehminary  question,  and  that  is  :  Is  the  problem 
for  Great  Britain  capable  of  solution  or  not ;  is 
Great  Britain,  as  the  result  of  the  conditions  of  the 
last  fifty  years,  as  a  result  of  the  new  conditions 
created  by  the  War,  capable  of  supporting  a  popula¬ 
tion  of  45  millions  in  the  standard  of  comfort  that  we 
have  to-day,  or  at  some  higher  standard  ;  is  the 
problem  capable  of  solution,  or  has  Great  Britain 
become,  as  a  great  international  manufacturing 
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country  and  as  a  commercial  country,  superfluous  ? 
Are  we  faced  ultimately  with  the  necessity  of  reducing 
our  population  by  emigration,  or  in  some  other  way, 
and  of  relying  almost  entirely  on  our  own  resources  ; 
is  there  room  in  the  twentieth  century  for  Great 
Britain,  with  its  densely  packed  population,  acting 
as  an  industrial  and  commercial  nation  ?  We  must 
first  answer  that  question,  because,  if  the  answer  is 
in  the  negative,  then  our  policy  has  to  be  very  dif¬ 
ferent  from  the  policy  we  have  got  to  pursue  if  we 
wish  to  re-establish  our  former  situation. 

Let  me  say  that  we  have  got  to  face,  in  my 
judgment,  either  a  reduced  standard  of  living  or 
reduced  numbers — unless  we  can  re-establish  our¬ 
selves  in  the  field  of  international  trade  and 
commerce.  Can  we  do  that  ?  That  is  really  my 
prehminary  question.  Do  not  shut  your  eyes  to  the 
fact  that  there  is  room  for  two  answers.  Many  of 
you  may  remember  that  Mr.  Keynes,  in  his  book  on 
the  Economic  Consequences  of  the  Peace,  started  off 
in  his  preliminary  chapter  by  raising  the  issue  : 
Has  the  world  so  changed  that  other  countries  can 
do  without  us  ;  have  they  learned  during  the  years 
when  Europe  was  shut  off  that  they  can  manufacture 
for  themselves,  and  that  we  are  no  longer  necessary  ? 
To  that  question  I  personally  give  an  optimistic 
answer.  I  believe  that  there  will  be  room  for  Great 
Britain  in  the  twentieth  century  to  live  and  to  do 
an  increasing  business.  Briefly,  my  reasons  for  that 
opinion  are  these  :  Tariffs  in  the  past  have  not  made 
nations  self-supporting.  All  experience  goes  to  show 
that,  in  spite  of  tariffs,  the  development  of  transport 
and  other  means  of  intercommunication  creates 
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trade  which  may  be  hampered  by  tariffs,  but  is  not 
destroyed  by  them.  Our  experience  of  trade  with 
Germany  before  the  War  is  an  example,  as  is  also 
our  experience  of  selling  over  the  American  tariff. 
The  annihilation  of  distance,  travel  and  many  other 
modern  developments  are  making  the  world  one,  and 
these  influences  will  overcome  the  influences  tending 
to  separate  the  nations.  In  other  words,  they  will 
become  more  and  not  less  interdependent. 

Secondly,  there  are  still  great  empty  spaces  in 
the  world  which  have  to  be  filled,  and  that  process 
means  international  trade.  Thirdly,  when  you  come 
to  think  of  the  effect  upon  world  commerce  of  even  a 
moderate  rise  in  the  standard  of  living,  let  us  say,  of 
India,  of  China,  and  of  the  backward  nations  of  the 
world,  then  I  think  there  is  sufficient  ground  for 
holding  that  in  the  twentieth  century  we  may  expect 
to  see  as  big  an  increase,  as  rapid  a  rise,  in  the 
volume  of  international  commerce  as  there  was  in  the 
nineteenth  century.  Further,  Great  Britain  stands 
to  retain  a  very  substantial  share  in  the  world's 
commerce,  because  of  her  geographical  position. 
Our  coast  is  the  most  fundamental  of  the  reasons 
for  our  economic  prosperity,  and  it  remains.  I 
am  not  going  to  develop  this  thesis  at  all,  but  I  only 
say  that  there  are  reasons  of  that  kind  which  lead 
me  to  conclude  that  we  may  reasonably  formulate 
our  policy  on  the  assumption  that  there  is  going  to 
be  room  in  the  twentieth  century  for  Great  Britain 
as  a  trading  nation ;  and,  therefore,  what  we  have 
first  to  aim  at  is  to  restore  our  old  industries,  our 
carrying  trade,  our  shipbuilding,  and  to  the  utmost 
extent  that  the  circumstances  permit  to  endeavour 
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to  restore  our  position  as  middlemen,  manufacturers 
and  financiers. 

I  will  divide  what  I  have  to  say  further  into 
three  parts.  I  am  going  to  talk,  firstly,  about  some 
of  the  international  conditions  which  influence  the 
volume  of  employment  here  ;  secondly,  about  some 
internal  conditions  ;  and  thirdly,  on  various  proposals 
which  have  been  made  in  connection  with  unemploy¬ 
ment.  I  will  take  the  international  conditions 
first,  because,  as  I  have  said,  they  are  the  most 
fundamental.  WTien  you  consider  that  a  third  of 
our  production  of  goods  and  services  is  done  for 
foreigners,  and  half  of  our  employment  is  centred 
in  those  trades  which  are  doing  that  work  for 
foreigners,  while  a  considerable  proportion  of  the 
remainder  is  indirectly  due  to  the  state  of  the  export 
trades,  it  is  evident  that  if  we  can  put  international 
trading  conditions  right  the  problem  will  be  solved, 
or,  at  any  rate,  the  bulk  of  the  problem  will  be 
solved. 

There  are  four  points  I  want  to  mention  in  connec¬ 
tion  with  international  trade.  One  of  them  I  will 
only  just  mention — hardly  more  than  give  its  name  ; 
that  is,  that  our  policy  must  aim  at  peace.  I  know 
that  that  has  been  said  ad  nauseam  on  platforms, 
and  so  I  am  not  going  to  dilate  at  greater  length 
upon  it.  But,  let  us  not  forget  that  it  has  taken 
seven  or  eight  years  to  achieve  it.  This  is  not  the 
time  to  ask  whether  failure  to  achieve  real  peace  is 
due  to  France  or  Germany  or  England  we  are  all 
partly  to  blame.  Moreover,  until  the  peace-making 
is  concluded  by  satisfactory  arrangements  with 
Russia  we  cannot  consider  that  the  political  con- 
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ditions  of  Europe  and  of  the  world  are  set  for  a 
trade  recovery. 

The  second  point  I  want  to  make  about  inter¬ 
national  conditions  is  this.  Do  not  be  misled  by 
thinking  that  we  can  make  good  our  international 
trade  deficiencies  by  developing  trade  with  the 
Empire.  We  are  in  Europe.  We  cannot  make  the 
Empire  fill  the  gap  which  at  present  has  been  left 
in  our  trade  with  Europe.  Our  trade  is  divided 
into  three  parts.  Europe  takes  36  per  cent,  to-day 
of  our  exports  ;  the  Empire,  38  per  cent.  ;  and  the 
rest  of  the  world,  26  per  cent.  Our  trade  with  the 
Empire  is  about  as  good  in  volume  as  it  was  before 
the  War,  which  is  a  satisfactory  state  of  affairs. 
But  the  important  point  is  this,  that  though  we 
are  doing  as  much  trade  with  the  Empire  as  we  did 
before  the  War,  the  overseas  commerce  of  the 
Dominions  is  much  bigger  than  before  the  War,  and, 
therefore,  our  trade  with  the  Empire,  though  we 
maintain  our  position  so  far  as  we  are  concerned, 
is  a  smaller  proportion  of  the  trade  of  the  Dominions 
than  it  was  before  the  War  ;  in  other  words,  there  is 
an  inevitable  tendency  occurring  for  the  Dominions 
to  trade  with  one  another,  to  trade  with  America, 
and  to  trade  with  China,  and  so  forth  ;  and  it  is  idle 
to  imagine  that  we  can  stop  that  development — it  is 
a  perfectly  natural  one.  The  most  obvious  case,  of 
course,  is  that  of  Canada,  and  it  finds  its  most 
extreme  expression  there.  The  idea  that  we  could 
check  the  tendency  for  Canada's  great  trade  to 
develop  across  her  border  is  wild  and  futile,  and 
no  preference  system  could  seriously  interfere  with 
that  development. 
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Now,  when  we  come  to  Europe  there  are  some 
striking  facts  which  have  emerged  from  studies 
which  have  recently  been  made  by  the  League  of 
Nations.  They  show  this,  that  though  our  trade 
with  Europe  is  less  than  before  the  War,  we  have 
held  our  position  in  international  trade  better  than 
any  other  nation  in  Europe.  We  have  succeeded 
in  selling  to  Europe  almost  as  much  as  we  did  before 
the  War,  while  other  trading  nations  have  been 
doing  much  less.  The  total  turnover  of  Europe 
is  down,  and  if  we  can  maintain  our  competitive 
position  in  Europe,  when  the  lift  comes  to  European 
trade  we  might  quite  definitely  expect  to  get  a  lift 
to  our  own  trade  too.  It  seems  to  me  quite  clear, 
from  looking  at  the  figures,  that  the  most  likely 
way  to  get  a  lift  of  British  trade  is  when  the  lift 
comes  to  European  trade  ;  and  for  that  reason  I 
say  that  when  we  are  considering  how  we  are  going 
to  improve  trade,  and  so  forth,  we  should  not  be  led 
away  by  the  attractive,  or  in  some  ways  attractive, 
idea  that  the  Empire  can  displace  Europe.  We  are 
the  gateway  of  Europe ;  if  we  are  going  to  continue 
to  be  an  international  trader  it  is  primarily  with  the 
300,000,000  people  of  Europe  that  we  are  going  to 
do  our  international  business.  That  conclusion,  if 
it  is  true,  makes  some  very  important  political 
corollaries.  I  have  mentioned  two  points  in  con¬ 
nection  with  international  trade.  A  third  is  the 
question  of  fiscal  policy.  This  is  not  a  lecture  on 
Free  Trade,  or  the  Safeguarding  of  Industries  Act, 
and  I  shall  only  refer  very  slightly  to  them  in  their 
international  aspect.  I  am  not  going  to  argue  that 
the  duties  which  have  been  put  on  by  the  House  of 
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Commons  are  going  to  have  any  serious  effect  upon 
British  industry ;  they  are  too  small,  too  compara¬ 
tively  insignificant,  to  be  vital.  If  you  stick  a  pin 
into  your  finger  you  find  that  it  bleeds,  and  we  can 
argue  from  the  Safeguarding  of  Industries  Act  that 
it  is  unwise  to  stick  sharp  things  into  a  living  body ; 
for  if  you  stick  big  things  into  a  body,  and  into  the 
right  spot,  it  may  kill  that  body.  But  I  am  not 
going  to  pretend  that  the  Safeguarding  of  Industries 
Act  is  any  more  than  a  pinprick,  from  the  British 
point  of  view.  As  a  symbol,  however,  it  is  of 
enormous  significance.  I  have  just  come  back  from 
Geneva,  where  the  Austrian  question  has  been  under 
consideration,  and  we  were  also  discussing  the  pro¬ 
posal  to  hold  an  economic  conference  next  year  under 
the  League  of  Nations.  I  have  also  had  in  the  last 
week  opportunities  of  talking  quite  a  good  deal  with 
people  abroad,  in  Paris  and  elsewhere,  and  I  feel 
quite  clearly  that  the  opinion  of  the  Continent  is  in 
a  transient  state.  The  States  of  Central  Europe,  to 
take  one  case,  are  fully  conscious  of  the  absurd 
results  produced  by  the  extremely  high  tariffs  that 
have  been  set  up  in  the  old  Austro-Hungarian  Em¬ 
pire  ;  they  are  quite  clearly  the  direct  cause  of  a 
substantial  part  of  the  unemployment  in  Vienna 
to-day.  But  they  are  also  causing  difficulties  in 
Czecho-Slovakia  and  in  Hungary  ;  the  nations  are 
deliberately  putting  up  high  barriers  to  trade  where 
no  barriers  previously  existed.  Yet  in  spite  of  all 
this  those  countries  are  being  driven  in  a  high-tariff 
direction,  competing  against  one  another  in  tariffs. 
They  are  putting  on  what  are  called  tarifs  de  negocia- 
tion  fighting  tariffs — you  put  on  a  high  tariff  and 
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hope  to  be  able  to  induce  the  other  fellow  to  reduce 
his  tariff  thereby  ;  it  is  the  old  reciprocity  idea  of 
putting  up  a  tariff  in  order  to  take  it  down.  That 
is  the  burden  of  the  song  we  heard  at  this  conference 
of  which  I  have  been  speaking.  It  was  always  the 
same,  that  you  never  got  the  tariff  down  so  far  as 
it  was  before,  even  if  you  succeeded  in  making  any 
deal  at  all  with  the  other  man.  You  very  often  do  ; 
and  if  your  fighting  tariff  stays  on  long  enough  you 
have  created  vested  interests,  and  those  interests 
refuse  to  allow  the  tariff  to  be  used  for  negotiation. 

Europe  is  at  the  moment  in  an  absurd  condition, 
and  Central  Europe  at  all  events  is  prepared  to  con¬ 
sider  some  sweeping  changes.  As  you  know,  the 
French  in  September  1925  proposed  an  International 
Conference,  the  chief  purpose  of  which  would  be  to 
consider  the  question  of  tariffs.  France  is  becoming 
an  exporting  nation  and  is  beginning  to  be  more 
concerned  with  other  people’s  tariffs  than  with  the 
need  of  protecting  herself.  In  Germany  opinion  on 
similar  lines  is  moving.  Germany  is  putting  on  a 
tariff  which  is  constantly  defended  as  being  a  tariff 
of  negotiation  ;  and  she  is  going  to  prepare  still 
a  further  tariff  for  1927.  But  whenever  you 
are  present  at  any  of  these  discussions  you  always 
find  this.  When  you  say  :  “  How  can  the  forces 
against  the  tariffs  be  strengthened  ?  ”  you  are  always 
met  with  the  point  that  Great  Britain  by  aban¬ 
doning  Free  Trade  for  nothing — for  a  mere  song — 
has  desperately  weakened  the  influences  tending  to 
lower  tariffs  throughout  Europe.  We  have  aban¬ 
doned  our  strong  position  for  twopence-halfpenny, 
something  which  no  one  pretends  is  going  to  do 
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anything  great  for  unemployment.  We  are  not  ' 
going  to  use  these  tariffs  for  bargaining  ;  it  is  not 
even  proposed  that  we  should  use  the  Safeguarding  j 
of  Industries  duties  as  a  lever  against  anyone  ;  they  i 
are  something  which  is  worth  next  to  nothing  to  you, 
either  in  revenue  or  in  employment.  I  believe  that 
Great  Britain  can  exercise  an  enormous  influence 
in  the  direction  of  lower  tariffs  at  what  I  beheve  is  a 
parting  of  the  ways  for  Europe.  We  could  use  our 
position  as  a  lending  nation.  I  think  it  was  a 
thousand  pities,  when  we  helped  Austria-Hungary 
and  Germany,  that  we  did  not  insist  that  one  of  the 
conditions  should  be  a  reasonable  agreement  about 
tariffs. 

Before  I  leave  this  subject,  I  must  just  refer  in 
passing  to  one  matter  not  directly  relevant  to  my 
argument,  but  which  I  think  we  ought  to  be  con¬ 
sidering  here.  Where  is  this  trend  of  opinion  in 
Germany  leading  ?  What  is  it  that  we  hear  so 
much  discussed  in  Hamburg  and  elsewhere  ?  What 
are  they  saying  ?  “  This  is  aU  very  well,  this 

fighting  tariff,  but  in  the  end  we  must  come  to 
a  great  European  Customs  Union.”  There  is  very 
little  doubt  that  that  is  very  much  in  the  air 
to-day,  and  that  there  may  be  a  great  movement 
towards  that.  But  the  question  is  :  Where  do 
we  come  in  ?  I  have  been  asked  many  times  by 
business  people  and  economists  :  If  there  was  such 
a  thing  as  a  European  Customs  Union,  would  Great 
Britain  be  in  it  or  not  ?  Do  we  envisage  the  world 
as  divided  up  into  three  great  economic  groups, 
the  United  States,  including  perhaps  the  South 
American  States,  Europe,  and  the  British  Empire, 
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including  Great  Britain  ?  You  may  have  to  do 
some  serious  thinking  about  how  we  stand  and  with 
what  group  of  countries  we  stand  during  the  next 
few  years. 

We  as  Liberals  should  fight  the  Safeguarding  of 
Industries  Act  not  merely  because  its  immediate 
effects  are  this  or  that,  but  because  it  is  dragging 
us  along  a  road  which  we  do  not  want  to  travel  and 
because  it  is  robbing  us  of  our  strong  position  for 
solving  the  problem  of  tariffs.  After  all,  what  is 
the  solution  as  between  the  idea  of  these  three  great 
groups  ?  It  is  a  low-tariff  principle  in  any  case. 

I  have  dealt  with  three  international  points.  The 
last  point  is  perhaps  one  on  which  I  shall  not  agree 
with  some,  but  nevertheless  I  attach  very  great 
importance  to  it,  and  it  is  this  :  that  if  we  are  to 
re-estabhsh  international  trade  and  so  increase 
employment,  we  must  get  back  to  stable  monetary 
relations  between  the  nations.  For  that  reason 
I  dishke  to  see  Liberals  attacking  the  policy  of 
returning  to  the  gold  standard.  I  think  myself 
that  it  was  an  inevitable  step  in  March  or  April  last, 
that  it  was  the  direct  consequence  of  a  policy  which 
started  in  1919  which  we  endeavoured  to  impose 
upon  Europe,  and  have  imposed  upon  Europe  with 
very  great  success  since  the  Brussels  Conference. 
I  think  when  the  historian  comes  to  write  the  history 
of  the  last  few  years  he  will  attribute  enormous 
importance  to  the  influence  of  Great  Britain  in 
establishing  certain  sound  financial  principles  and 
in  helping  countries  to  get  back  to  stable  monetary 
conditions.  We  have  helped  many  by  lending 
money  for  the  purpose.  Other  countries  have 
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endeavoured,  and  have  ultimately  succeeded  in 
getting  back  to  stable  money  without  actual 
foreign  loans,  but  with  encouragement  from  this 
country.  I  believe  that  if  we  had  hesitated  in  April 
last  it  would  have  had  disastrous  results.  To-day 
we  should  have  been  back  in  a  period  of  very  unstable 
currency.  We  are  not  safe,  or  out  of  the  wood  yet. 
Only  the  other  day  the  Polish  currency,  which  a 
year  ago  was  regarded  as  perfectly  stable,  began  to 
slip,  and  is  slipping  at  this  moment.  I  am  not 
going  to  discuss  that  now,  but  I  happened  to  be  in 
Vienna  when  it  happened,  and  it  had  the  most 
extraordinary  repercussions.  Everyone  had  thought 
when  once  their  money  was  stabilised  that  country 
was  a  good  money  country  and  that  they  could  go 
about  their  business.  They  now  find  that  to  keep 
their  money  stabilised  they  have  got  to  pursue  a 
long  and  difficult  fight  to  keep  solvent,  and  that  it 
may  need  continued  sacrifices.  These  countries 
have  begun  to  consider  seriously  the  position.  One 
great  country  remains — France  ;  and  France  is  the 
country  which  is  disturbing  the  level  of  prices  in 
international  trade  to-day.  We  shall  not  be  clear 
of  this  problem  until  France’s  currency  is  stabiUsed. 
There  would  not  have  been  the  least  chance  of 
France’s  currency  being  stabilised  if  we  had  not  got 
back  to  the  gold  standard  in  April.  There  is  a 
chance  to-day,  and  if  France  goes  back,  Germany  is 
safe  on  it  ;  but  if  France  does  not  get  back  it  is 
not  at  all  certain  that  Germany  is  safe  on  the  gold 
standard  ;  and  if  she  does  not  stay  there,  then  all 
the  difficulty  of  foreign  exchanges  is  going  to  arise 
all  over  again.  Therefore,  I  say,  for  my  part,  that 
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I  regard  a  stable  currency  as  one  of  the  fundamental 
principles,  one  of  the  fundamental  conditions  that 
we  must  lay  down  for  the  recreation  of  international 
trade. 

I  must  pass  from  international  affairs,  I  should 
like  to  have  said  something  about  our  markets — 
our  international  markets  ;  but  I  have  no  time  to 
do  so.  What  I  wanted  to  say  really  amounts  to 
this,  that  our  fundamental  possibilities  of  doing 
trade  with  the  world  have  not  changed,  except  as 
regards  coal.  In  other  words,  I  am  an  optimist 
about  all  industries  except  coal.  I  think  that  we 
may  quite  well  have  to  face  a  restriction  of  our 
export  trade  in  coal,  for  reasons  which  are  fairly 
obvious — a  permanent  restriction.  It  is  interesting 
to  remember  that  that  was  what  the  old  writers 
hoped  and  prayed  for  ;  they  wanted  to  stop  the 
export  trade  in  coal  because  they  thought  it  was 
exporting  our  capital.  Fifty  or  sixty  years  ago  that 
was  the  policy  :  let  us  stop  exporting  our  coal. 
Now  it  has  happened.  I  think  it  is  quite  probable 
that  we  may  have  to  lay  our  plans  on  the  basis  of  a 
lower  total  volume  of  exports.  The  trouble  about 
that  is  that  when  you  get  a  district  like  South 
Wales  built  up  mainly  on  exports,  and  then  begin 
to  make  it  shrink,  the  process  of  shrinkage  will 
go  right  through  industry  and  cause  widespread 
trouble.  You  cannot  suddenly  pick  up  50,000  men, 
put  them  aside,  and  then  let  the  whole  of  the  country 
go  on  on  a  prosperous  basis.  It  is  one  of  the  perma¬ 
nent  handicaps,  I  think,  that  we  have  to  face.  We 
have  seen  in  the  last  two  or  three  years  a  drawing 
of  workpeople  in  Yorkshire  into  the  coal  trade,  but 
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it  was  not  done  by  taking  people  from  South  Wales 
and  putting  them  into  the  new  coalfield,  but  by 
drawing  new  people  into  mining  and  leaving  the 
old  people  out  of  work.  That  is  what  has  been 
happening  in  the  industry.  We  have  drawn  new 
people  in  to  the  new  coalfield.  What  are  we  going 
to  do  with  the  people  in  the  old  ? 

I  will  now  pass  very  rapidly  over  some  of  the 
internal  conditions  which  are  influencing  not  unem¬ 
ployment  but  employment.  Again,  I  am  going  only 
to  enumerate  rather  than  to  discuss  them,  I  am 
going  to  dismiss  taxation.  It  is  true  that  this  is  a 
subject  that  is  of  importance  ;  I  do  not  dismiss  it  as 
of  no  importance,  but  I  am  going  to  dismiss  it  on 
these  grounds,  that  our  chief  competitors  are  France, 
Germany,  and  Belgium,  and  not  so  much  the  United 
States  ;  and  when  you  come  to  consider  the  level  of 
taxation  in  proportion  to  production  we  are  not 
more  heavily  taxed  than  Germany,  and  we  are  about 
as  heavily  taxed  as  France  ;  therefore,  there  is  no 
comparative  advantage  in  that  matter  in  competi¬ 
tion,  It  may  be  because  the  taxes  are  not  imposed 
in  the  right  way  here,  but  the  ratio  of  national 
production  is  as  I  have  said.  It  is  not  a  special 
handicap  that  we  suffer  from.  Please,  do  not  think 
that  I  mean  that  we  need  not  bother  to  reduce  it  ; 
I  think  there  is  every  reason  to  reduce  it ;  but  it 
is  not  one  of  the  fundamental  reasons  why  we  have 
difficulty  in  facing  competition,  and  why  the  work 
goes  to  the  foreign  tenderer  instead  of  to  the  British. 

I  come  to  the  more  important  and  more  far- 
reaching  subject — and  again  I  am  only  going  to 
raise  questions.  It  is  said  that  the  reason  why  we 
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cannot  get  our  big  international  trades  going  is  high 
wages — the  wages  are  too  high,  or  the  hours  are  too 
short.  It  is  true  that  our  hours  have  been  reduced 
as  compared  with  before  the  War  ;  so  have  Ger¬ 
many’s  ;  they  worked  longer  hours  before  the  War 
and  they  are  working  longer  hours  than  we  are  now. 
Taking  industry  in  general,  the  situation  is  as  you 
were.  Personally,  I  very  much  discount  the  idea 
that  the  workman,  either  because  he  has  got  tired 
out  during  the  War,  or  for  some  reason,  has  per¬ 
manently  got  into  his  head  the  idea  of  ca’  canny  and 
will  not  work.  He  always  did  ;  and  I  should  say 
that  there  is  no  evidence  whatever  that  that  is  more 
prevalent  now  than  it  was  before  the  War,  with 
possibly  some  exceptions.  I  remember  lecturing 
to  workers  and  asking  some  of  the  audience  whether, 
as  a  matter  of  fact,  in  any  given  day  they  worked  as 
hard  as  they  possibly  could,  and  they  just  laughed. 
It  is  not  a  new  phenomenon,  and  I  have  not  seen  a 
single  reason  brought  forward  for  thinking  that  it 
was  worse  than  before  the  War.  But  that  is  not 
quite  enough.  The  real  problem  is  the  relation 
between  work  and  wages,  and  what  the  worker  gives 
for  his  wages  ;  and,  moreover,  it  is  not  enough  to 
say  that  he  gives  as  much  for  his  wages  as  he  did 
before  the  War.  The  problem  has  got  to  be  put 
exactly  in  this  way,  remembering  that  we  are  up 
against  foreign  competition  :  Is  the  worker  pro¬ 
ducing  as  much  as  he  can  reasonably  be  expected 
to  produce,  using  up-to-date  methods  of  technique, 
administration,  and  machinery ;  are  we  getting  the 
full  advantage  of  modern  industrial  progress  ;  is  the 
worker  doing  his  part,  and  is  the  employer  and 
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the  technician  doing  his  part  to  the  full  ?  That  is 
the  only  question.  If  not,  is  it  due  to  conservatism 
on  the  part  of  the  worker  ;  is  it  his  fault ;  or  is  it 
due  to  conservatism  on  the  part  of  the  employer  ; 
is  he  to  blame  for  not  being  up-to-date  ?  I  dare  say 
most  people  would  answer  it  by  saying  it  is  a  bit  of 
both,  and  I  think  probably  that  is  the  fact.  The 
only  thing  one  has  to  say  about  that  is  this,  that 
there  is  no  simple  short  cut,  there  is  no  simple 
solution  of  that  problem,  but  it  has  to  be  tackled 
along  the  whole  front.  It  is  in  fact  the  question 
of  industrial  policy  as  a  whole.  You  have  to 
create  conditions  in  which  you  may  utilise  the  full 
force  of  British  technique  and  British  brains 
associated  with  the  very  considerable  quahties  of  the 
British  worker  working  at  his  best.  That  is  how 
you  are  going  to  get  back  your  international  trade 
and  do  away  with  unemployment.  How  can  we 
hope  to  do  it  ?  You  have  first  to  get  confidence 
between  the  two  sides,  and  to  do  that  you  must 
approach  the  difficulty  not  directly  but  by  flank 
attacks  ;  you  have  got  to  get  rid  of  conditions 
which  create  suspicion  ;  and  among  them  I  attach 
importance  personally  to  the  question  of  limiting 
inheritance,  and  removing  the  idea  that  certain 
people  can  start  with  an  enormous  pull  over  other 
folk.  After  all,  the  great  differences  in  wealth  do 
really  arise  more  from  inheritance  and  gradual 
rolling  up  of  fortunes  than  from  what  is  acquired 
through  the  individual  man’s  lifetime,  and  I  per¬ 
sonally  think  that  if  Liberals  are  going  to  remove 
the  fundamental  difficulties  they  will  have  to  go  a 
long  way  along  that  road. 
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To  come  to  more  directly  industrial  matters,  you 
have  to  create  a  feeling  that  distribution  is  just. 
Again,  there  is  no  short  cut.  I  should  like  to  say 
here  that  I  think  highly  of  Sir  Alfred  Mond’s 
scheme,  described  in  a  pamphlet  recently  circulated, 
which  shows  how  it  is  possible  to  regulate  earnings 
so  as  to  interest  the  worker  in  the  rate  of  output. 
His  scheme  struck  me  as  being  one  which  had  more 
points,  which  marshalled  more  economic  forces  in 
its  favour,  and  was  more  in  the  interests  of  the 
worker  than  most  others  that  I  have  seen.  I  do 
not  think  Liberals  can  legislate  or  can  advocate 
legislation  on  the  hnes  of  profit-sharing  ;  the  thing 
is  too  complex  ;  but  I  think  they  might  do  much 
to  encourage  it  by  giving  relief  from  taxation  and 
measures  of  that  kind.  There  are  various  possible 
indirect  ways  by  which  that  might  be  done.  I 
think  also  the  State  may  do  something  which  would 
mean  indirectly  stimulating  that  movement,  and 
that  is  by  a  pohcy  of  publicity  to  tell  the  worker 
what  the  product  of  industry  is  and  how  it  is 
divided.  I  am  convinced  myself  that  that  is  easily 
the  most  important  single  thing  that  the  State  can 
do  to  create  industrial  peace. 

That  is  the  second  great  thing  that  the  State 
can  do.  There  are  many  other  things  which  are 
familiar  to  Liberals  in  their  industrial  policy  which 
I  am  not  going  to  talk  about.  My  short  answer 
is  that  the  only  way  to  create  better  output  is 
by  an  advance  along  the  whole  front  of  industrial 

policy. 

One  word  as  to  whether  the  worker  is  getting 
the  benefit  of  efficient  plant,  technique,  and  adminis- 
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tration.  I  personally  think  there  are  very  grave 
reasons  for  doubting  that.  There  are  some  directions 
in  which  the  State  is  responsible.  I  think  our  situa¬ 
tion  in  regard  to  electricity  is  one  of  them.  In  that 
connection  a  correspondent  of  mine  has  produced 
certain  figures  recently  showing  the  state  of  the 
electrical  industry ;  and  what  do  we  find  ?  We 
find  that  this  year  the  electrical  machinery  industry 
is  reaching  easily  and  more  than  exceeding  any 
previous  maximum  in  output  for  export ;  we  are 
beating  countries  all  over  the  world,  but  the  output 
of  electrical  machinery  for  home  purposes  is  low, 
largely  because  of  State  action  or  lack  of  State 
action  permitting  chaotic  conditions  to  arise  in  the 
Electrical  World.  That  is  just  one  case  where  the 
State  is  blocking  the  way  to  efficiency.  The  State 
cannot  do  much  to  make  employers  efficient,  but  it 
can  get  out  of  the  way  where  it  is  itself  blocking  it. 

I  come  in  conclusion  to  comments  on  suggested 
policy.  The  proposals  I  have  in  mind  are  those  that 
have  been  made,  or  which  one  might  have  to  make, 
for  dealing  not  so  much  with  the  underlying  causes  to 
which  I  have  been  referring,  but  with  the  results  of 
the  present  situation.  I  will  start  with  the  scheme 
of  our  Chairman.  I  confess  to  a  natural  prejudice 
against  subsidies  ;  we  have  got  too  many  of  them 
already,  and  goodness  knows  how  we  are  going  to 
get  rid  of  the  millstone  which  we  tied  round  our 
neck  last  July.  We  are  carrying  a  building  subsidy 
which  is  going  on  for  no  one  knows  how  long. 
Sir  Alfred  Mond's  scheme  has  many  merits.  It 
seems  to  me  to  have  some  economic  difficulties  and 
administrative  difficulties.  One  of  the  economic 
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difficulties  is  indicated  by  the  question  which  has  been 
put  by  some  critics  ;  ‘  Why  subsidise  ships  when  you 
have  got  too  many  ships  ?  "  I  appreciate  that  that 
IS  really  the  root  of  the  difficulty,  not  merely  of  ships, 
but  of  other  things.  You  have  got  it  specially  when 
you  come  to  trades  which  have  the  most  unem- 
ployed  an  indication  that  the  goods  they  are  pro¬ 
ducing  cannot  be  sold.  There  may  be  many  reasons 
for  that,  but  let  us  take  one  obvious  example.  I 
have  been  talking  about  coal.  What  you  want  to 
do  with  coal  is  to  demobilise  as  best  you  can  a  certain 
coal  area  producing  for  certain  purposes.  If  you 
say  that  you  are  encouraging  everyone  to  go  on  in  his 
own  industry,  you  are  tending  to  check  that  process 
of  adaptation  which  is  the  essential  condition  of  our 
getting  on  to  our  legs  again.  That  is  just  an  ex¬ 
ample  of  the  general  type  of  difficulty  in  a  subsidy 
scheme  of  this  kind.  Again  I  do  not  know  what 
Sir  Alfred  Mond  would  answer  to  the  argument 
that  you  are  going  to  benefit  the  men  who  have 
not  done  their  best  at  the  expense  of  people  who 
have  made  every  effort  and  who  have  worked  up 
their  staff  to  the  highest  point  and  who  are  now 
at  nearly  fuU  strength  because  of  their  efficiency. 
It  suggests  a  tendency  to  subsidise  the  inefficient  as 
against  the  efficient  ;  but  whatever  the  specific 
answer  to  that  is,  the  scheme  has  one  very  great 
merit  ;  it  really  rests  on  a  proposition  which  we 
would  all  support,  namely,  the  importance  of  keeping 
people  at  work.  I  doubt,  however,  whether  you 
can  do  that  by  means  of  public  money  spent  through 
private  enterprise.  I  should  like  to  be  convinced 
that  you  can,  but  I  want  to  carry  that  principle 
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through  to  my  second  point  in  connection  with  the 
Insurance  Act. 

It  is  astonishing,  if  you  travel  in  America,  to  find 
how  widespread  and  universal  is  the  belief  that  the 
Insurance  Act  has  demoralised  Great  Britain.  They 
none  of  them  know  that  any  worker  subscribes  to 
the  fund  ;  they  assume  it  is  purely  a  dole.  The 
question  is  this  :  Are  we  right  in  paying  out  under 
the  Insurance  Act  for  indefinite  periods  without 
asking  for  something  in  return  ?  On  the  surface, 
the  worker  has  a  right  to  draw  his  benefit  ;  he 
subscribes  to  it,  it  is  an  insurance  scheme  ;  and  it  is 
equally  true  of  the  extended  benefit  as  it  is  of  the 
standard  benefit,  that  the  individual  insured  person 
has  a  claim  on  the  fund,  since  the  whole  fund  is  a 
composite  one.  Personally,  I  think  that  we  have 
to  dismiss  that  argument  because  of  the  supreme 
importance  of  getting  people  to  work.  I  suggest 
that  we  ought  to  take  a  leaf  out  of  the  method  they 
employ  in  Germany.  In  Germany  the  insurance  is 
given  for  a  period  of  13  weeks.  At  the  end  of  13 
weeks  the  man  must  go  on  to  some  kind  of  work  or 
training,  or  must  do  something  in  return  for  which 
he  gets  a  wage  out  of  which  he  renews  his  payments 
to  the  Insurance  fund.  At  the  end  of  13  weeks 
he  may  go  back  on  to  the  dole  if  he  does  not  get 
any  work,  but  you  never  have  a  man  continuously 
year  in  and  year  out  drawing  relief.  That  is  really 
a  thing  we  ought  to  adopt  in  this  country.  I  feel 
convinced  that  it  is  important  in  itself,  but  it  is 
doubly  important  to-day  because  we  have  so  many 
people  who  have  never  been  in  continuous  work. 
The  most  important  immediate  thing  we  have  to 
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do  is  to  get  some  modification  of  the  Insurance  Act 
in  that  direction. 

That  leads  me  to  another  thing.  I  think  that 
we  could  make  an  immediate  impression  upon  the 
unemployment  problem,  even  though  it  cost  us 
something,  by  raising  the  school  age.  I  say  that 
for  this  particular  reason,  that  our  unemployment 
problem  is  going  to  produce  practical  effects  par¬ 
ticularly  in  regard  to  that  generation  who  ought 
to  have  been  trained  during  or  immediately  after  the 
War.  They  have  not  been  trained,  and  I  think  we 
ought  if  we  can,  to  hold  back  in  the  next  few  years 
a  substantial  number  of  adolescents,  which  would 
give  a  chance  for  these  young  people  who  are  still 
in  the  early  twenties  or  in  the  middle  twenties  of 
getting  into  industries.  This  is  the  time,  above 
all  times,  when  we  might  want  to  make  that 
change.  In  the  ordinary  way  you  would  cut  off  a 
great  block  of  the  labour  coming  forward.  This  is 
the  time  to  do  it  for  that  reason.  There  are  many 
other  reasons  for  doing  it.  It  should  be  done  in  the 
interests  of  the  children  themselves,  but  it  should 
be  done  particularly  in  the  interests  of  those  who, 
through  no  fault  of  their  own,  never  got  a  start  in 
industry. 

I  have  thrown  out  various  hints.  I  have  not 
covered  the  field  and  I  have  not  made  a  poHtical 
speech.  But  I  do  think  that  along  the  lines  that  I 
have  been  discussing.  Liberal  candidates  might  find 
material  for  a  Liberal  policy.  It  may  not  be  purely 
a  Liberal  policy.  I  meet  Liberal  friends  who  say  : 
“  Ah,  but  someone  else  believes  that  too  ;  you  share 
that  with  the  Socialists,  or  it  is  plain  you  are  m 
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agreement  with  the  Conservatives ;  how  can  we 
make  our  policy  nice  and  distinct  ?  ”  You  can  often 
only  do  it  by  making  it  absurd  and  impracticable. 
Liberals  have  always  been  fated  to  give  pohcies  to 
other  parties — and  if  any  other  party  will  follow 
the  line  I  have  been  laying  down  in  the  last  hour, 
they  are  welcome  to  take  the  whole  of  it. 
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“LIBERALISM  AND  THE  LAND” 

An  Address  deUvered  by  Mr.  W.  McG.  Eagar  to  the  London 
Liberal  Candidates  Association  at  the  Caxton  Hall,  Westminster, 
on  January  19th,  1926. 

Chairman  :  The  Rt.  Hon.  F.  D.  Acland. 

I  AM  told  to-night  that  I  am  to  bo  expository 
rather  than  interesting,  and  lucid  rather  than  elo¬ 
quent.  I  have  told  myself  that  I  must  not  detain 
you  for  more  than  an  hour.  To  expound  the  whole 
of  the  land  policy  in  an  hour  is  a  very  considerable 
task  ;  it  has  already  taken  900  pages  of  print  to  put 
the  case,  the  principles  and  the  details  of  the  urban 
and  rural  land  policy  before  the  country.  What  I 
am  going  to  try  to  do,  then,  is  to  put  into  an  hour 
not  even  a  detailed  outline,  but,  if  I  may  say  so,  a 
suggestive  sketch  of  what  the  elements  of  the  land 
policy  put  before  you  are. 

Now  I  get  straight  on  to  the  subject  and  simply 
say  this  first,  that  in  the  title  of  the  lecture, 
“  Liberalism  and  the  Land,”  there  is  more  than  an 
attractive  alliteration  :  there  is  an  essential  and 
fundamental  connection.  Liberalism  means  every¬ 
thing  to  the  solution  of  the  land  problem,  and  the 
right  solution  of  the  land  problem  means  a  great 
deal  to  Liberalism. 

I  am  not  going  to  attempt  to  define  Liberalism. 
It  is  perhaps  easier  to  define  than  Conservatism  or 

125 


126  Liberal  Points  of  View 

Socialism.  To  define  any  of  them  is  a  formidable 
task.  But  we  must  be  quite  clear  of  what  we  are 
talking,  and  I  would  suggest  that  the  policy  which 
is  being  discussed  to-night  is  in  full  accord  with  the 
principles  of  Liberalism  conceived  as  a  gospel  of  action. 

We  can  conceive  Liberalism,  as  I  think  we  do 
to-day,  as  a  creed  which  contains  the  ideas  of  laissez- 
faire,  not  as  an  essential  ingredient  so  much  as  a 
disinfectant,  a  creed  which  turns  itself,  by  sheer 
force  of  being  applied  to  existing  circumstances, 
into  something  which  might  be  defined  rather  as 
“  faites  laisser  ”  :  that  is  the  creation  of  the  con¬ 
ditions  in  which  individuals  can  live,  move  and  have 
their  being,  express  themselves  and  develop  them¬ 
selves,  and  so  fulfil  their  destiny  in  life. 

That  is  a  very  great  creed,  and  it  is  a  creed  to 
which  many  of  the  younger  generation,  having  had 
a  good  look  at  Socialism,  are  coming  back  ;  because 
it  is  not  static  but  dynamic.  Liberalism  is  not  a 
rigid  system  which  leaves  out  of  account  the  infinite 
variety  of  human  personality  and  human  capacity, 
but  takes  that  into  account  and  sets  out  primarily 
to  create  the  conditions  in  which  it  may  have  free 
play. 

We  who  live  in  London  have  not  got  to  look 
very  far  for  an  argument  for  the  application  of 
Liberalism.  There  was  a  time  when  London  voted 
Liberal ;  it  does  so  no  longer.  There  was  a  time 
when  Glasgow  voted  Liberal ;  it  does  so  no  longer. 
Why  ?  Because,  I  venture  to  suggest,  there  are 
conditions  in  London  and  Glasgow  which  advertise 
the  failure  of  Liberalism  to  create  the  primary 
conditions  for  human  contentment  and  human 
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expression.  That  does  not  mean  that  there  is 
anything  wrong  with  the  principles  of  Liberalism  • 
It  does  mean  we  have  failed,  to  some  extent  at  any 

applying  those  principles  to  the  conditions 
which  have  grown  up  in  our  time. 

At  the  root  of  every  social  problem — even  those 
problems  which  vex  us  so  much  in  London  and  may 
seem  at  first  sight  so  far  removed  from  the  land 
problem— you  will  find  the  land.  The  Americans 
have  recently  coined  a  slogan  :  “  Vnder  all  the  land.” 
That  is  the  motto  of  a  school  of  land  economics  at 
an  American  University ;  it  is  the  slogan  of  a 
quarterly  journal  of  remarkable  interest  :  “  Under 
all  the  land.  It  is  worth  noting  that  the  Americans 
have  coined  that  slogan  when  they  are  just  beginning 
to  feel  the  “  population  pressure  "  on  their— what 
is  the  area  ?  3>ooo,ooo  square  miles  of  territory. 
America  is  just  beginning  to  feel  the  population 
pressure  of  105,000,000  people  on  3,000,000  square 
miles  of  territory.  It  is  not  yet  feeling  the  pressure 
to  the  full.  We  in  England,  with  all  our  complicated 
and  intricate  social  problems,  have  long  since  passed 
the  stage  when  both  “  food  pressure  ”  and  “  popula¬ 
tion  pressure  ”  were  beginning  to  be  felt,  and  if  v/e 
are  to  get  at  the  root  of  our  complicated  problems, 
we  have  to  unravel  them  and  get  back,  in  many  cases 
if  not  all,  to  the  land  itself. 

And  yet  last  August  a  very  eminent  Liberal  said 
that  the  land  problem  was  of  no  particular  import¬ 
ance,  or  of  very  slight  political  importance,  because 
estate  agents  are  redistributing  the  land  of  the  big 
estates  almost  as  fast  as  you  could  wish.  One 
would  like  to  think  that  is  true.  But  let  us  look 
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for  a  moment  at  what  that  redistribution  is  and 
what  it  means.  Roughly  speaking  it  is  evidenced, 
so  far  as  agricultural  land  is  concerned,  by  an  increase 
in  the  number  of  occupying  owners.  Since  the 
War — since  1917  to  be  more  correct — ^instead  of 
having  10  per  cent,  of  the  agricultural  acreage  of  the 
country  held  by  occupying  owners,  we  now  have 
25  per  cent.  There  has  been  an  increase  of  15  per 
cent,  in  the  occupying  ownership  of  agricultural 
holdings.  That  is  the  redistribution  referred  to. 
It  has  made — I  am  speaking  from  memory — I  think 
something  like  40,000  tenant  farmers  into  owners 
of  the  land  they  farm.  But  75  per  cent,  of  our 
agricultural  land  is  still  held  in  landlord-tenancy. 

There  may  have  been  also  some  redistribution 
into  the  hands  of  people  other  than  agriculturists. 
But  there  are  no  statistics  to  prove  that.  It  is  one 
of  the  fundamental  defects  in  our  system  of  public 
statistics  that  it  is  impossible  to  tell  the  number  of 
hands  in  which  the  land  of  England  is  held  to-day  ; 
if  you  want  to  get  any  sort  of  basis,  you  have  to  go 
back  to  1875,  and  that  is  quite  a  long  time  ago. 

But  whom  has  this  redistribution,  such  as  it  is, 
benefited  ?  Many  of  the  farmers  who  have  bought 
have  bought  dead  against  their  will.  It  is  a  common¬ 
place  of  experience  in  rural  areas  that  farmers  do 
not  want  to  buy  their  land  under  existing  conditions. 
“  Existing  conditions  ”  are  very  largely  the  price 
which  they  have  to  pay  for  it,  because  the  price 
of  land,  when  it  is  sold  piecemeal  in  the  open  market, 
is  out  of  all  relation  to  the  value  of  the  land  for 
agriculture. 

You  cannot  say  that  this  redistribution  has 
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benefited  the  farmers.  Has  it  benefited  the  com¬ 
munity  ?  I  very  much  doubt  it.  There  is  over- 
w  e  ming  evidence  that  in  many  cases  if  not  most 
where  sitting  tenants  have  bought,  or  been  com¬ 
pelled  to  buy,  their  farms,  the  land  is  suffering,  for 
the  simple  reason  that  farmers  are  spending  in  the 
repayment  of  purchase  charges  the  money  which 
reaUy  is  their  working  capital.  You  can  go  through 
whole  parishes  where  you  find  the  land  visibly  being 
let  down  because  the  tenant  farmers  have  been  com¬ 
pelled  to  buy  at  existing  prices.  The  only  people  who 
benefit  are  the  landowners  ;  they  benefit  because 
by  this  process  of  piecemeal  sale  they  have  been  able 
to  realise  high  non-agricultural  values;  that  is  to 
say,  they  have  been  able  to  profit  by  the  fact  of 
land  monopoly. 

Certainly  the  towns  have  not  benefited  by  this 
redistribution  ;  it  is  not  easier  because  of  that 
redistribution  to  get  land  for  housing,  land  for 
roads,  land  for  open  spaces,  land  for  factories,  or 
land  for  garden  cities  ;  none  of  these  things  have 
been  made  easier  by  this  redistribution.  Take  the 
labourer  or  the  small-holder  :  it  has  not  brought 
him  any  nearer  access  to  the  land. 

No — it  is  a  delusion  to  think  that  land  monopoly 
is  no  longer  a  force  pressing  on  English  life.  There 
may  be  50,000  or  150,000  or  200,000  transactions  in 
land  each  year.  But  the  essence  of  a  monopoly  is 
not  that'  the  thing  monopolised  is  unobtainable,  but 
that  the  man  who  wants  it  has  to  pay  the  price 
which  the  monopolist  chooses  to  exact,  and  to  take 
the  quality  of  goods  which  the  monopolist  chooses 
to  give.  To  take  an  obvious  monopoly,  the  tobacco 
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monopoly  in  France.  You  take,  if  you  are  very 
tough  in  the  tongue,  the  kind  of  tobacco  the  French 
Government  likes  to  give  you,  and  you  pay  the 
price  which  the  French  Government  likes  to  make 
you  pay.  The  monopoly  does  not  mean  you  cannot 
obtain  tobacco.  In  the  same  way  the  fact  that  there 
are  many  transactions  in  land  does  not  disprove  the 
existence  of  a  monopoly.  If  you  want  to  see  whether 
there  is  a  land  monopoly,  see  whether  you  can  get 
the  land  you  want — the  manufacturer  for  his 
business,  the  man  who  wants  a  home  for  his 
house,  or  the  community  for  its  public  services — 
at  prices  which  are  fair  and  reasonable.  We  in 
London  are  well  aware  of  the  fact  that  there  is  a 
land  monopoly,  and  you  will  find  stacked  up  in 
those  large  books  to  which  I  have  already  referred 
evidence  of  its  reality  and  its  persistence  and  its 
pervasiveness. 

There  is  no  one  in  our  times  who  is  going  to  defend 
the  kind  of  urban  growth  in  which  we  live  and  move 
to-day.  No  one  would  defend  the  structure  of  a 
Borough  like  Southwark,  where  you  have  14,000 
people  jostling  each  other  for  a  single  acre  of 
geranium-planted  open  space — nor  places  not  a  mile 
from  this  haU  where  you  have  1,400  people  crowding 
their  homes  together  on  a  single  acre  of  housing 
site — nor  the  traffic  condition  of  our  streets.  Let 
us  think  of  the  problem  for  a  moment  purely  from 
the  business  point  of  view  ;  it  has  been  estimated 
that  the  congested  condition  of  our  streets  costs 
London’s  industries  £70,000,000  a  year  for  unneces¬ 
sary  transport  and  delay  in  transit.  Nobody  is 
going  to  defend  those  things  from  any  point  of  view  ; 
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but  It  IS  important  that  we  in  London,  who  see 
hose  conditions  around  us,  should  bring  home  to 
the  commercial  community  the  enormous  piling-up 
of  cost  which  they  entail.  The  fact  is  that  the 
on-costs  of  our  industrial  civilisation  are  enormously 
increased  by  congested  streets,  by  compeUing  our 
people  to  work  m  dark,  many-storeyed  factories 
where  artificial  light  has  to  be  burned  by  day 
and,  most  of  all,  by  the  lowered  vitality  and  the 
sickness  of  the  people  who  work  in  the  factories 
^d  live  m  homes  equally  dark  and  inefficient. 
Humanity  demands  land  reform;  and,  if  that  is 
too  high  a  call  for  us  to  make  to  the  community 
at  large,  the  mere  cause  of  commercial  efficiency 
demands  it  too. 


It  is  the  mark  of  our  generation  that  great  efforts 
are  being  made  by  the  community  to  improve 
conditions  of  life  in  the  towns  which  grew  up  before 
we  realised  their  growth— in  the  150  years  that 
have  passed  since  the  black  tide  of  the  Industrial 
Revolution  swept  across  the  country.  Immense 
improvements  have  been  made  ;  immense  schemes 
are  in  hand,  but,  as  we  all  know,  the  burden  of  rates 
and  taxes  is  enormous,  and  none  the  less  the  social 
services  are  still  inadequate  and  are  constantly 
being  starved.  There  is  a  cheap  way  of  obtaining 
popular  applause  by  describing  as  “  Waste  ’’  what¬ 
ever  is  done  by  the  community  in  the  way  of  social 
services.  We  hate  that  attitude,  but  we  cannot 
deny  that  the  cost  of  those  social  services  is  enormous. 
We  have  got  to  find  some  other  means  by  which 
they  may  be  financed. 

Recently  the  Underground  Railway  system  was 
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extended  to  Edgware  ;  the  extension  was  financed 
under  the  Trade  Facilities  Act.  The  extension  is 
now  open,  and  in  all  the  areas  served  by  it  land 
values  have  leapt  up.  That  is  described  as  “an 
enormous  improvement  in  land  values.”  What  has 
really  happened  is  that  expenditure  from  the  public 
purse  has  filled  private  pockets.  As  things  stand, 
every  great  work  of  public  improvement  enriches 
private  landowners.  There  is  the  proper  subject  of 
rating  ;  there  is  the  proper  source  from  which  to 
obtain  the  money  needed  for  public  improvements 
and  for  carrying  on  the  social  services.  Our  towns 
have  grown  up  in  a  blind  struggle  against  the  land 
monopoly.  That  struggle  is  no  longer  blind  ;  we 
know  what  can  be  done  ;  we  know  what  we  ought 
to  do  with  our  towns ;  but  until  some  means  can 
be  found  of  financing  what  we  have  to  do,  our  good 
intentions  and  our  good  plans  must  to  a  very  large 
extent  be  ineffective. 

I  have  touched  but  very  shortly  on  the  case  for 
urban  land  reform.  It  has  in  it  elements  of 
humanity  ;  it  has  in  it  elements  of  sheer  commercial 
common  sense ;  it  has  in  it  elements  of  practical 
statesmanship.  When  you  state  the  case  you  neces¬ 
sarily  imply  very  largely  the  policy  which  will  be 
followed.  Before  the  War,  in  1909,  largely  through 
the  instrumentality  of  a  great  Londoner,  Mr.  John 
Burns,  we  got  to  the  stage  of  a  Town  Planning  Act. 
It  was  voluntary — permissive.  The  War  hastened  a 
process  which  might  have  taken  a  good  deal  longer, 
and  in  1919  we  got  a  Town  Planning  Act  which  was 
compulsory  on  all  local  authorities  with  a  population 
of  over  20,000.  By  January  ist,  1929,  there  will  be 
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plans  in  existence  for  town-planning  all  the  land 
around  the  built-up  areas  throughout  Great 
Britain.  There  will  be  plans  for  controlling  the 
future  use  of  most  of  the  land  which  is  not  yet  built 
on  but  is  likely  to  be  built  on  in  the  reasonably 
near  future.  That  is  a  considerable  step  forward  ; 
but  there  are  two  main  things  lacking  to  the  progress 
of  town-planning. 

The  first  is  the  extension  of  town-planning  powers  to 
built-up  areas,  the  areas  which  need  replanning  more 
than  any  others. 

The  second  is  giving  really  effective  powers  to  the 
municipalities  which  carry  out  town-planning — that 
is  to  give  them  effective  means  of  financing  their  plans. 

And  there  is  a  third  which  I  must  not  omit ;  the 
third  is  the  extension  of  town-planning  to  cover 
those  areas  now  being  opened  up  by  the  great 
arterial  roads  which  are  beginning  to  stretch  across 
the  great  rural  areas  lying  between  one  centre  of 
population  and  another. 

The  Liberal  proposal,  therefore,  is  that  local 
authorities  should  have  much  wider  powers  than 
they  now  possess  to  acquire  land  before  its  use  is 
compromised  and  its  value  inflated  by  development, 
and  that  wherever  the  authorities  purchase  land  for 
works  of  internal  improvement — that  is  to  say,  for 
street  widening  or  slum  clearances — the  price  should 
be  the  value  at  which  the  land  is  assessed  for  site 
value  taxation. 

Then  I  want  to  come  to  the  next  point.  Improve¬ 
ments  which  have  to  be  carried  out  should  be  made 
to  pay  for  themselves.  That  is  both  justice  and 
common  sense.  The  principle  has  been  widely 
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recognised.  A  Bill  for  the  taxation  of  land  values 
was  passed  by  a  Conservative  House  of  Parliament 
between  1900  and  1905,  and  yet  there  are  many 
Conservatives  who  tell  you  now  that  they  see  some¬ 
thing  rather  vicious  in  the  principle.  In  the  policy 
which  is  put  before  you  it  is  proposed  to  apply  that 
principle  quite  definitely  and  in  a  way  which  is 
capable  of  extension.  It  is  proposed  that  certain 
land  should  be  exempted.  If  the  effect  of  taxing 
site  values  is  to  force  unoccupied  land  into  the  market, 
it  is  evident  that  you  should  not  apply  that  tax  to 
land  which  ought  to  be  kept  open  and  out  of  the 
market.  It  is  proposed,  therefore,  to  exempt  from 
the  operation  of  the  site  taxes  all  land  which  is  in 
use  as  a  public  open  space  or  which  is  otherwise 
devoted  to  public  amenity.  It  is  proposed  also,  for 
reasons  which  I  will  go  into  presently,  to  exempt 
from  it  all  purely  agricultural  land.  Subject  to 
those  exemptions,  the  proposal  now  put  before  the 
Liberal  Party  is  that  all  other  land  should  be 
assessed  separately  for  rates  on  its  bare  site  value, 
and  that  these  site  values  should  contribute  not  less 
than  10  per  cent,  of  the  total  amount  raised  by 
rates  in  the  area. 

That  is  not  the  whole  of  what  the  keenest  advo¬ 
cates  of  the  taxation  of  land  values  would  require 
and  do  demand.  But  it  is  a  start  ;  it  is  the  intro¬ 
duction  of  the  principle  in  practice.  And  as  I  say, 
it  is  put  in  a  form  which  is  capable  of  extension,  as 
it  proves  itself  and  as  it  works  its  way  into  public 
approval. 

I  am  not  going  to  enter  into  thorny  questions  of 
local  government.  But  it  is  impossible  in  dealing 
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with  the  urban  land  problem  to  ignore  the  kind  of 
towns  we  live  in  and  the  way  in  which  they  relate 
themselves  to  local  government  areas.  Our  towns 
have  grown  up  by  a  process  of  physical  accretion 
which  has  led  inevitably  to  political  disintegration. 
1  ake  London  :  an  American  might  describe  London 
as  some  town.”  I  cannot  imagine  even  an  Ameri¬ 
can  speaking  of  it  as  a  ”  home  town.”  It  is  too 
huge  to  be  thought  of  intimately — or  even  as  a  unit. 
In  London  we  have  political  disintegration  in  its 
plainest  and  bluntest  form.  What  has  Finchley  to 
do  with  Finsbury?  Nothing,  if  it  can  help  it. 
What  has  Westminster  to  do  with  Lambeth,  although 
a  large  proportion  of  those  who  work  in  Westminster 
live  in  Lambeth  ?  How  can  you  solve  the  housing 
problems  of  Bermondsey  in  Bermondsey,  when  Ber¬ 
mondsey  has  the  need  and  the  sites  are  miles  away 
in  the  Home  Counties.  How  can  you  solve  the 
problem  of  traffic  to  and  from  the  docks  by  any 
kind  of  joint  action  between  the  riverside  boroughs  ? 
You  cannot  even  solve  it  by  the  action  of  the  London 
County  Council,  because  you  have  to  take  into 
account  that  great  spreading  area  outside  the 
County  which  is  London  practically  but  is  not 
London  technically. 

There  is  this  extraordinary  chaos  in  local  govern¬ 
ment,  and  it  is  becoming  apparent  that  it  cannot 
be  solved  simply  by  extending  the  authority  of  the 
central  body.  Only  a  year  or  two  ago  a  big  scheme  was 
put  forward  by  a  Commission  for  creating  a  London 
Authority.  But  all  the  outer  authorities  thought  the 
new  body  would  be  the  London  County  Council  in 
disguise,  and  they  rejected  it  unanimously.  There 
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was  admirable  evidence  given  to  that  Commission. 
The  report  was  about  the  most  negative,  pusillanimous 
and  weak-kneed  that  was  ever  printed  by  a  Govern¬ 
ment  department.  Nothing  was  done,  and  nothing 
is  likely  to  be  done  so  long  as  we  try  to  solve  the 
problem  by  stirring  up  all  the  local  jealousies  and 
all  the  proper  patriotisms.  The  only  way  in  which 
the  problem  of  the  great  swelling  conglomeration  of 
London  can  be  solved  is  by  bringing  into  existence 
a  body  which  really  co-ordinates,  which  does  not 
exist  to  over-ride,  but  does,  as  representative  of  the 
whole  area,  exist  to  carry  out,  through  those  authori¬ 
ties,  those  improvements  and  those  public  services 
which  separate  parts  of  the  area  by  themselves 
cannot  possibly  undertake.  It  is  not  enough  to 
have  a  merely  advisory  body.  A  joint  advisory 
authority  I  remember  being  described  as  being  a 
body  “  which  is  all  joints  and  no  authority."  You 
must  have  a  body  with  definite  powers,  definite 
functions  and  with  adequate  funds  behind  it. 
The  proper  application  of  the  principle  of  the  taxa¬ 
tion  of  land  values  makes  that  ideal  a  practical 
possibility.  The  Liberal  proposal  is  that  regional 
authorities  should  be  constituted,  and  that  funds 
for  their  work  should  be  raised  by  uniform  site 
value  rates  on  all  rateable  land  in  the  area,  and  that 
special  betterment  rates  should  be  levied  on  the 
land  values  created  by  regional  improvements. 
That  means  first  that  regional  improvements  would 
finance  themselves,  and,  secondly,  that  you  would 
get  a  measure  of  equalisation  of  rates.  The  funds 
raised  would  be  contributed  to  most  largely  by  the 
wealthier  areas  and  most  lightly  by  the  areas  which 
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had  not  yet  been  developed;  the  result  would  be 
to  distribute  population  more  evenly  and  the  burden 
of  rating  more  fairly. 

To  come  to  the  leasehold  system — there  are  some 
people  who  will  not  really  believe  that  the  land 
problem  is  being  tackled  until  the  whole  leasehold 
system  is  done  away  with.  There  is  great  force  behind 
the  demand  for  "  leasehold  enfranchisement.”  Let  us 
get  clear  what  this  force  is.  There  are  really  three 
kinds  of  feeling  behind  the  demand  for  leasehold  re¬ 
form.  There  is  first  the  feeling  of  the  business  tenant — 
Gorringes,  Lewis,  all  the  big  or  biggish  shopkeepers, 
who  have  built  up  their  businesses  on  land  which  is 
not  their  own  and  sometimes  in  buildings  which  are 
leased  to  them,  and  then  find  that  the  land  monopoly 
has  them  in  its  grip  and  will  not  let  go  ;  that  it  hits 
them  every  time  they  want  to  make  an  improve¬ 
ment  by  exacting  a  fine  for  permission  to  put  in 
something  which  improves  the  property  ;  that  the 
landowner  has  power  to  refuse  the  renewal  of  a 
lease  or  to  exact  an  altogether  exorbitant  rent  when 
that  lease  is  renewed  ;  that  he  even  has  power  to 
make  the  unfortunate  tenant  pay  colossal  dilapida¬ 
tions  one  week  for  a  building  which  is  going  to  be 
pulled  down  the  next.  It  is  an  absurd,  monstrous, 
indefensible  system  for  the  business  man.  Then 
there  is  a  demand  for  leasehold  enfranchisement 
which  is  particularly  strong  in  Wales,  You  will  find 
in  Towns  and  the  Land  very  striking  stories  of  the 
way  in  which  the  leasehold  system  strikes  the  quarry 
men  of  Bethesda,  It  destroys  the  security  of  their 
homes.  The  third  element  in  the  demand  is  that 
for  release  from  restrictive  covenants.  There  is  in 
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parts  of  London,  and  in  many  other  towns  through¬ 
out  the  country,  a  large  number  of  old-fashioned 
houses  which  might  be  converted  into  flats  and  made 
into  perfectly  good  and  reasonable  housing  accom¬ 
modation  adapted  to  modern  needs,  but  are  not 
because  “  restrictive  covenants  ”  prevent  it  being 
done.  There  was  a  case  in  Kensington  some  years 
ago  where  a  house  was  actually  converted  into 
flats  at  a  time  when  people  were  wandering  about 
the  streets  unable  to  find  shelter  in  that  same 
Borough.  An  Order  was  made  by  the  Court — the 
Judge  said  he  hated  making  it,  but  he  had  to  apply 
the  law — compelling  the  man  who  had  converted 
the  house  to  convert  it  back  into  a  single  residence 
— which  no  one  would  live  in  I  Yes — the  system  is 
absurd,  monstrous  and  indefensible.  Yet  it  has  its 
defenders. 

If  we  are  going  to  get  leasehold  reform  through, 
we  have  to  get  behind  us  all  those  three  forces  of 
public  opinion.  It  is  idle  to  think  that  the  business 
tenant  can  get  sufficient  force  of  public  opinion  on 
his  own.  Unfortunately  it  is  also  idle  to  think  that 
a  man  whose  home  is  imperilled  by  a  lease  can  bring 
about  this  reform  by  himself. 

The  Liberal  proposal,  therefore,  with  regard  to 
the  leasehold  system  is  that  first  of  all  should  be  set 
up  a  tribunal,  or,  rather,  that  the  powers  of  the 
tribunal  already  existing  under  the  Acquisition  of 
Land  Act  should  be  extended,  in  order  that  all  cases 
of  hardship  and  difficulty  between  lessees  and  lessors 
should  be  fairly  adjudicated  upon.  It  is  proposed, 
secondly,  that  owners  of  homes  on  leasehold  shall 
be  given  a  statutory  right  to  enfranchisement,  sub- 
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ject  only  to  one  interest  which  may  be  asserted  by 
the  tribunal,  namely  the  public  interest.  There  are 
cases  where  the  public  interest  would  not  be  served, 
however  fair  it  would  be  to  the  lessee,  by  giving 
enfranchisement,  because  it  might  be  prejudicial  to 
the  right  kind  of  development.  Thirdly,  the  tri¬ 
bunal  would  also  have  power  to  vary  a  restrictive 
covenant  where  it  is  shown  that  that  restrictive 
covenant  interferes  with  the  provision  of  proper 
housing  for  the  people. 

I  cannot  possibly  give  the  leasehold  policy  fully. 
I  am  suggesting  these  points  to  you  in  the  hope  that 
afterwards,  if  not  now,  you  will  look  at  the  booklet 
The  Towns  Set  Free,  which  sets  out  these  points 
more  in  detail.  I  want  to  come  now  to  the  rural 
problem. 

Let  me  first  deprecate  any  kind  of  feeling  amongst 
us  London  Liberals  that  the  rural  problem  is  not 
one  which  concerns  us.  We  are  far  from  the  land — 
much  too  far,  as  we  know  to  our  cost — but  the  way 
in  which  the  agricultural  land  of  England  and  Scot¬ 
land  is  used  does  affect  us,  and  it  affects  us  vitally. 

May  I  also  deprecate  any  use  of  the  argument 
that  free  trade  bids  us  not  to  bother  about  what 
happens  to  English  agriculture.  It  is  almost  an 
incredible  argument,  but  it  has  been  used.  It  is 
fatal ;  it  makes  free  trade  ridiculous ;  it  was 
not  the  view  of  Cobden  himself,  and  I  cannot 
understand  it  being  the  view  of  any  man  who 
takes  anything  like  a  comprehensive  view  of  the 
welfare  of  the  country.  It  is  not  only — it  is  not 
even  mainly — a  matter  of  food  production,  though  it 
is  tremendously  important  that  we  should  produce 
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all  the  home-grown  food  we  can.  It  is  a  matter  of 
the  fibre  and  quality  of  the  English  race.  We  in 
London,  and  in  our  towns  generally,  are  living  still 
on  the  force  and  vigour  that  come  from,  people  who 
migrate  from  the  country. 

But  just  think,  if  you  will  a  moment,  of  some¬ 
thing  that  goes  even  further  than  that.  Think  of 
England— the  social,  civic,  political  structure  of 
England  at  the  present  time.  There  has  never  been 
anything  like  it.  There  never  has  been  a  country 
in  which  80  per  cent,  of  the  people  were  massed  to¬ 
gether  in  lumps  and  chunks  where  the  roads  and 
rivers  and  bridgeheads  happen  to  meet ;  there 
never  has  been  a  country  in  which  people  were  living 
in  such  large  masses,  so  wholly  cut  off  from  the  diffused 
education  of  rural  environment.  It  has  happened 
only  because  our  towns  have  grown  up  to  be  what  they 
are,  severed  from  their  natural  countryside,  in  order 
to  serve  the  needs  of  great  world  markets.  If  you 
look  at  the  figures  of  the  percentage  of  urban  popula¬ 
tion  of  the  last  century,  they  are  astounding  ;  it  is 
50  per  cent,  at  first  ;  10  years  pass  and  it  is  55 
per  cent.  ;  10  years  pass  and  it  is  60  per  cent.  ; 
until  it  has  crept  up  to  80  per  cent,  to-day.  More¬ 
over,  of  the  workers  of  the  country  over  93  per  cent, 
live  by  trades  other  than  agriculture  ;  only  6'5  per 
cent.,  I  think,  of  occupied  people  in  England  and 
Wales  are  engaged  in  agriculture  at  the  present 
time. 

But  can  we  safely  suppose  that  the  continued 
expansion  of  world  markets  is  going  on  ;  and,  even 
if  the  world  markets  continue  to  expand,  that  we 
shall  be  quite  so  unfettered  in  our  command  of 
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them  ?  It^  may  be  that  the  present  mass  of  unem¬ 
ployment  in  the  towns  will  be  absorbed  by  an 
expansion  of  the  trade  of  the  towns  themselves. 
It  is  at  least  possible  that  it  may  not  be  so.  Even 
if  that  unemployment  is  absorbed,  there  still  remains 
the  problem  of  where  the  vigour  and  the  force  and 
the  real  sanity  of  outlook  of  the  next  generation 
is  to  be  derived.  Do  not  let  us  exaggerate  the  effects 
of  living  in  towns  ;  we  have  managed  to  survive, 
most  of  us,  a  great  deal  of  hard  work  and  living 
in  London.  But  there  is  a  difference  ;  you  take  the 
quick-eyed,  quick-glancing  London  youngster — he  is 
much  brighter  than  the  country  kid,  but  he  is  burnt 
out  at  twenty-five  by  a  life  of  incessant  incident. 
That  is  not  the  stuff  of  which  to  make  a  great  imperial 
race  ;  and  this  year,  by  one  of  those  undesigned 
coincidences  which  sometimes  serve  the  ends  of 
politicians,  what  some  people  who  had  been  looking 
ahead  foreshadowed  came  to  pass  :  there  began  to 
come  in  reports  from  the  rural  areas  that  the  physique 
and  health  of  country  children  were  deteriorating. 
You  cannot  go  on  constantly  breeding  from  the 
unfit  without  getting  the  consequences.  As  a 
result  of  our  continued  neglect  of  country  interests, 
that  is  what  has  been  happening.  It  is  not  only  a 
fact  that  our  towns  have  a  particular  need  for  rural 
health  ;  it  is  also  a  fact  that  that  supply  of  rural 
health  is  in  some  way  giving  out. 

Why  is  it  that  people  are  leaving  the  country  ? 
To  a  very  large  extent  it  is  because  of  the  lack  of 
independence.  Do  not  poeticise  life  on  a  small 
holding  and  life  on  the  farm.  It  is  much  easier 
to  write  songs  about  it  than  to  endure  it,  very  often ; 
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but  the  one  thing  that  keeps  men  on  the  land  is  the 
fact  that  they  are  independent.  The  one  thing  which 
will  compensate  a  man  who  is  not  independent  for 
working  on  the  land  is  good  wages,  and  in  this  country 
at  the  present  time  you  have  neither  independence 
nor  good  wages.  We  have  what  has  been  called  a 
landless  peasantry.  The  fact  is  that  we  have  no 
longer  a  peasantry. 

I  will  say  nothing  about  Scotland,  but  we  have 
the  land  of  England  and  Wales  divided  up  into 
400,000  holdings,  whereas  if  the  land  of  our  country 
were  divided  up  and  farmed  in  anything  like  the 
way  in  which  the  much  inferior  land  of  other  North¬ 
western  European  countries  is  divided  up  and  farmed, 
we  would  have  something  like  a  million  and  a  quarter 
holdings — at  least  three  times  as  many. 

Here  comes  the  importance  of  the  point  which 
I  made  at  the  beginning :  there  is  a  redistri¬ 
bution  of  land  going  on;  but,  in  so  far  as  the 
present  system  of  landlord  tenancy  is  breaking 
down  into  occupying-ownership,  it  is  breaking  down 
into  a  system  by  which  400,000  holdings  occupy 
the  agricultural  surface  of  this  country,  and  that 
means  that  you  are  building  up  the  wall  yet  higher — 
adding  another  course  to  the  wall  which  shuts  off 
the  landless  labourer  from  the  land  which  ihight 
give  him  independence  and  breed  again  the  true  kind 
of  rural  civilisation. 

There  is  one  other  point  I  want  to  make,  and 
it  is  this.  Not  only  have  we  a  much  smaller 
number  of  agricultural  holdings  for  our  area  than 
any  other  North-western  European  country  ;  it  is 
true  also  that  the  number  of  holdings  is  diminishing. 
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There  are  20,000  fewer  holdings  in  England  and  Wales 
to-day  than  there  were  in  1913.  The  Liberal  Small 
Holdings  policy  of  1908  was  admirable  in  conception 
and  purpose,  but  do  you  realise  that  there  are  fewer 
holdings  of  under  50  acres— that  is  to  say,  small 
holdings — to-day  than  there  were  in  1908  ?  The 
Small  Holdings  policy  has  done  something  to  stop 
the  rot.  But  something  much  more  drastic  is 
required. 

Let  us  take  the  point  as  to  food  production.  A 
gentleman  who  has  been  carrying  on  a  controversy 
in  The  Times  has  argued  that  it  is  quite  wrong  to 
say  that  England  compares  unfavourably  with  other 
countries  with  regard  to  food  production.  Let  me 
put  the  fact  very  simply  ;  the  fact  is  this,  that 
fifty  years  ago  we  led  Europe  in  the  general  produc¬ 
tion  of  crops  from  the  ground  and  in  the  amount 
of  stock  kept  on  it ;  that  is  to  say,  in  real  agricul¬ 
tural  wealth.  We  led  Europe  then.  To-day  we 
come  third,  fourth  or  fifth  according  to  the  different 
categories  you  take.  Our  gross  production  is  at 
best  stationary,  whereas  other  countries  which  were 
far  behind  us  have  not  only  caught  us  up,  but  in 
many  cases  largely  outstripped  us,  and  in  nearly 
all  cases  to  some  extent  outstripped  us. 

What  is  happening  here  is  shown  by  the  agricul¬ 
tural  statistics  just  published.  Look  them  up  ;  you 
will  find  a  continued  diminution  in  the  amount  of 
land  under  grass  and  crops  and  in  the  amount  of 
arable  land,  and  there  is  a  steady  turnover  of  land 
which  last  year  was  pasture  into  rough  grazing. 

But  do  not  connect  this  with  free  trade.  Denrnark 
and  Holland  are  free  trade  countries;  Belgium 
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in  agriculture  is  a  free  trade  country.  Those 
countries,  despite  their  free  trade,  have  found  it 
possible  to  apply  the  results  of  scientific  discovery 
and  to  increase  their  output.  The  point  that  I  want 
to  call  your  attention  to  at  the  moment  is  this,  that 
this  economic  progress  has  been  made  on  the  basis 
of  an  entirely  different  social  system  in  agriculture. 
The  structure  of  English  agricultural  life  is  different  ; 
here  we  have  a  small  number  of  fairly  large  holdings, 
on  the  average,  whereas  other  countries  have 
definitely  made  progress  on  a  large  number  of  small 
holdings  worked  by  the  families  themselves. 

There  have  been  many  Commissions  and  Com¬ 
mittees  of  Inquiry  into  British  agriculture  of  recent 
years ;  with  remarkable  unanimity  they  have 
come  to  the  conclusion  that  the  economic  disease 
fromx  which  English  agriculture  is  suffering  is  under¬ 
capitalisation.  The  ordinary  form  of  agricultural 
land  tenure  in  this  country  has  been  the  landlord- 
tenant  system  ;  it  was  90  per  cent,  at  the  end  of  the 
War  ;  it  is  to-day  75  per  cent.  That  system  pre¬ 
supposes  the  farming  of  land  by  small  capitalists  ; 
using  land  in  large  units  and  employing  hired  labour. 
The  defence  of  that  system  which  it  is  not  very  easy 
to  defend  on  a  priori  grounds  is  that  the  landlord 
supplies  the  capital  and  that  he  supplies  the  leader¬ 
ship.  It  is  a  very  remarkable  thing  that  the  landlord- 
tenant  system  is  defended  on  the  ground  that  it 
exists  to  supply  capital,  when  it  is  universally 
admitted  that  the  industry  is  suffering  from  a 
shortage  of  capital  which  has  led  us  back  in  this 
country  to  prairie  farming,  whereas  other  countries 
with  their  family  farmers,  not  using  hired  labour. 
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but  using  a  small  area  of  land,  have  so  enormously 
raised  their  production. 

The  National  Farmers’  Union  has  in  the  course  of 
its  existence  perpetrated  one  epigram,  when  it  said 

the  country  could  have  as  much  agriculture  as  it 
chose  to  pay  for.”  In  other  words,  there  is  a  policy 
in  their  minds  of  protection  or  of  subsidy.  But 
you  find  that,  as  a  result  of  under-capitalisation, 
there  is  such  chaos  and  such  failure  to  organise 
the  marketing  system,  that  there  is  an  enormous 
gap  between  the  price  that  the  farmer  gets  and  the 
price  paid  by  the  consumer.  We  know  that  un¬ 
fortunately  to  our  cost ;  and  it  is  from  that  gap, 
which  has  been  taken  as  high  as  £300,000,000,  that 
the  subsidy  that  agriculture  wants  could  be  paid. 

I  must  push  on  now  to  sketch  the  proposal  which 
is  actually  before  you.  Landlord  tenancy  is  breaking 
down  ;  that  is  acknowledged.  If  you  read  Mr. 
Orwin's  book,^  written  from  the  Conservative  point 
of  view,  you  wiU  find  he  admits  that  freely,  and  he 
demands  that  some  alternative  to  a  policy  of  drift 
should  be  devised.  I  have  already  suggested  reasons 
for  thinking  that  to  allow  landlord  tenancy  to  break 
down  into  occupying  ownership  of  the  units  of  land 
at  present  held,  without  making  any  provision  for 
a  proper  supply  of  capital,  without  making  any 
provision  for  a  living  wage  for  labour  employed,  or 
any  provision  for  real  access  to  the  land — and  that 
really  means  a  very  large  increase  in  the  number  of 
agricultural  holdings — is  perfectly  fatal.  What  is 
the  alternative  ?  There  are  some  people  who  say 

^  Orwin  and  Peel,  Tht  Tcnuyt  of  Agricultural  Land.  Cambridge 
University  Press. 
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that  the  State  must  carry  through  the  process  of 
buying  out  the  landlord  and  establishing  a  general 
system  of  ownership.  The  contention  of  the  Land 
Committee  is  that  you  have  got  to  go  a  good  deal 
further  than  that :  that  if  you  establish  ownership 
at  present  you  would  simply  be  perpetuating  the 
present  conditions  ;  you  would  not  be  dealing  with 
the  real  root  causes  of  agricultural  weakness. 

If  we  want  to  get  many  more  people  back  to  the 
land,  we  have  got  to  assert  the  right  of  the  community 
to  see  that  the  land  is  well  farmed  ;  and  you  have  got 
to  use  the  national  credit  to  see  that  the  people 
who  own  the  land  can  farm  it  properly. 

The  proposal,  then,  is  to  substitute  Cultivating 
Tenure  for  landlord  tenancy,  that  is  a  kind  of 
tenure  intermediate  between  tenancy  and  ownership. 
It  is  not  altogether  new  ;  Denmark,  which  is  often 
quoted  as  an  example  of  the  benefits  of  undiluted 
and  unmitigated  ownership,  has  arrived  at  a  similar 
system  as  a  result  of  the  evolution  of  its  own  tenure. 
Denmark  has  come  to  the  conclusion  that  unqualified 
ownership  is  not  best  in  the  public  interest.  And 
it  has,  therefore,  built  up  a  system  of  modified 
ownership  which  is  very  similar  to  the  system  put 
forward  under  the  name  of  Cultivating  Tenure. 

The  principle  of  Cultivating  Tenure  is  that  the 
State  should  take  back  into  its  own  control  all  the 
agricultural  land  of  the  country — not  to  farm  it 
itself,  but  to  give  real  freedom — economic  freedom — 
to  the  men  who  farm  it.  That  is  not  done  by 
ownership  ;  nor  would  any  system  by  which  owner¬ 
ship  would  be  established  allow  every  opportunity 
to  be  seized  of  establishing  more  farms  than  there 
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now  are.  It  is  proposed  that  the  system  should  be 
established,  not  by  paying  out  the  landlords  in  a 
urnp  sum,  but  by  paying  them  in  an  annuity  the 
real  annual  agricultural  value  of  the  land,  and  that 
the  landlords  shouM  also  receive,  when  any  of  that 
and  is  used  for  building,  the  difference  between  the 
capitalised  value  of^  the  annuity  and  the  realised 
uilding  value  or,  if  you  like,  the  building  value 
at  the  time  of  the  transfer.  That  system  and  no 
other  system  would  enable  the  country  to  see  first 
that  the  land  was  properly  farmed,  and,  secondly,  to 
increase,  bit  by  bit,  year  by  year,  steadily  and 
persistently,  the  number  of  people  actually  farming 
the  land.  That  is  the  real  line  of  advance  indicated 
by  the  previous  Liberal  Small  Holdings  policy. 

But  it  is  not  suggested  for  a  moment  that  merely 
to  change  the  system  of  agricultural  land  tenure  is 
sufficient  in  itself.  That  change  is  an  essential 
preliminary  to  a  sound  national  policy  for  agri¬ 
culture.  It  provides  such  a  policy  with  a  sound 
basis,  because  the  increased  value  of  land  so  created 
will  be  in  the  hands  of  the  community  and  not  in 
the  hands  of  private  individuals.  On  that  basis 
will  be  built  up  a  real  system  of  agricultural  credit, 
a  real  reform  of  transport,  marketing,  housing  and 
education. 

I  have  not  time  to  deal  fully  with  objections. 
But  may  I  just  say  that  this  is  not  nationalisation  ; 
it  is  in  many  ways  the  antithesis  of  nationalisation. 
As  a  matter  of  fact,  the  land  is  the  one  thing  you 
cannot  nationalise,  because  it  always  is  and  always 
has  been,  in  the  eyes  of  the  law,  national  property. 
It  is  a  proposal  to  take  back  the  control  of  the  land. 
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the  ownership  of  the  land,  which  has  never  been 
given  up  in  law,  into  the  hands  of  the  State.  Secondly, 
may  I  say  that  it  would  not  entail  “  a  horde  of 
officials.”  Agriculture  at  the  present  time  carries 
on  its  back  more  officials  than  any  other  industry. 
I  had  a  letter  only  this  week  from  a  well-known 
land  agent,  a  man  in  a  big  way  in  the  West  of 
England,  who  pointed  out  that  agriculture  is  to-day 
managed  by  land  agents,  many  of  whom,  as  he  said, 
are  unqualified,  and  most  of  whom  are  underpaid. 
Cultivating  tenure  would  be  administered  by  a 
popular  authority.  It  would  have  to  be  adminis¬ 
tered  by  a  County  Committee  specially  appointed 
for  that  purpose  and  for  no  other.  It  would  have  to 
employ  officials,  but  the  net  result  of  the  change  of 
tenure  would  be  to  have  fewer  of&cials,  not  more, 
on  the  back  of  the  man  who  is  actually  working  the 
soil. 

What  I  have  been  putting  before  you  is  the 
proposal  put  forward  in  the  Green  Book.  The 
White  Paper  is  an  admirable  attempt  to  find  some 
way  of  introducing  this  proposed  change  in  tenure 
gradually,  and  in  such  a  way  that  its  virtues  and 
its  validity  may  be  tested  side  by  side  with  other 
systems  of  tenure.  I  have  not  said  very  much  about 
it,  because,  after  all,  if  you  want  to  understand 
what  any  modification  is,  you  have  got  first  to  get 
clear  what  it  is  proposed  to  modify.  But  you  will 
find  in  the  White  Paper  the  definite  proposal  that 
instead  of  all  the  land  being  taken  at  once,  and  the 
general  system  applied  to  all  agricultural  land,  land 
should  be  taken  first  whenever  any  estate  is  put  up 
for  sale  ;  secondly,  whenever  any  farm  becomes 
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vacant ,  and,  thirdly,  whenever  there  is  a  strong 
popular  demand  from  a  particular  locality  that 
land  shall  be  taken  over  and  held  in  Cultivating 
Tenure  rather  than  under  the  present  system. 

_  Those  are  ways  and  means ;  they  want  examina¬ 
tion,  but  the  main  point  that  we  in  the  Party  have 
to  decide  is  whether  we  are  going  to  carry  through 
a  really  big  and  fundamental  rural  land  reform  or 
whether  we  are  going  to  tinker  with  the  problem ; 
secondly,  whether  that  reform  must  be  one  which 
goes  to  the  very  root  and  deals  with  the  whole 
question  of  agricultural  tenure ;  thirdly,  whether  it 
should  be  introduced  simultaneously  and  universally, 
or  partially  and  gradually. 

It  is  generally  in  accordance  with  the  genius 
of  English  legislation  that  a  reform  should  be 
carried  out  partially  and  gradually  ;  that  it  should 
be  given  a  time  for  experiment  and  for  testing. 
There  are  some  things  which  can  be  dealt  with  in 
that  way  ;  there  are  others  which  cannot,  To  take 
a  fairly  obvious  analogy  :  the  Disestablishment  of 
the  Church  is  obviously  a  thing  which  cannot  be 
carried  out  gradually  or  partly  ;  you  cannot  dis¬ 
establish  two  parishes  in  a  rural  deanery  and  see 
how  the  disestablished  parsons  get  on  side  by  side 
with  the  established  parsons.  But  that  is  a  thing 
which  has  to  be  decided  by  the  Party.  What  the 
Land  Committee  tried  to  do  was  to  make  an  exten¬ 
sive  inquiry  and  we  did  make  the  most  extensive 
inquiry  which  has  ever  been  made  into  English  land  ; 
secondly,  to  put  out  a  very  big  idea,  and  not  merely 
to  put  that  out  in  a  vague  sort  of  form  so  that  every¬ 
one  would  say,  “  How  splendid,  let  us  do  it  at  once  ; 
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but  to  work  it  out  in  detail  so  that  its  actual  applica¬ 
tion  could  be  tested.  The  rest  is  for  the  Party  to 
decide. 

There  is  one  other  point  I  must  touch  on  because 
it  is  fundamental  to  an  understanding  of  the  differ¬ 
ence  between  the  White  Paper  and  the  Green  Book. 
The  Green  Book  sets  out  very  definitely  the  kind  of 
domestic  authority  which  should  be  set  up  to  control 
the  use  of  land  and  to  administer  the  Cultivating 
Tenure  Scheme.  We  went  into  great  detail ;  per¬ 
haps  we  were  rather  led  away  by  our  interest  in  a 
very  interesting  bit  of  jig-saw  work.  Whenever  you 
touch  English  local  government  you  touch  a  jig¬ 
saw  puzzle.  The  White  Paper  prefers  to  express  in 
general  terms  that  there  should  be  a  democratic- 
county  agricultural  authority,  and  leaves  it  open 
to  consider  whether  that  might  not  be  some  extension 
of  the  County  Council,  Well,  that  is  a  point  again 
on  which,  first,  the  Convention,  and  afterwards, 
the  Party  as  a  whole,  must  decide.  Personally,  if 
I  may  indicate  my  own  view,  it  is  that  you  must 
have  an  Authority,  at  any  rate  at  the  beginning  of 
the  scheme,  which  will  give  its  whole  attention  to 
reviving  agricultural  life  and  activity.  I  think  it 
is  too  big  a  thing  to  be  dealt  with  by  a  sub-committee 
of  a  body  which  has  all  the  other  affairs  of  the 
County  Council  under  it.  Another  point  to  which  I 
want  to  call  attention  is  that  nothing  definite  is  there 
said  on  the  question  of  how  the  land  should  be  paid 
for.  The  Green  Book  proposals  are  perfectly 
definite.  The  White  Paper  proposals  are  general ; 
they  lay  down  the  principle  that  when  land  is 
taken  over,  the  landlord  should  not  receive  that 
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element  of  value  in  the  land  which  represents  mono¬ 
poly  ;  you  may  work  that  out  if  you  can  ;  it  is 
difficult,  but  the  principle  is  laid  down.  I  rather 
hope,  personally,  that  when  you  work  it  out,  you 
will  come  to  the  same  conclusion  that  the  Committee 
came  to  in  the  Green  Book.  If  you  can  come  to 
another  conclusion,  I  know  the  Committee  would 
be  extraordinarily  interested  to  hear  what  it  is, 

I  have  tried  to  pack  an  enormous  volume  into  a 
little  space.  I  only  hope  that,  in  putting  out  this 
sketch  of  a  very  big  policy,  I  have  not  spoilt  it  by 
any  unworthy  arguments. 
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“  LIBERALISM  AND  POLITICAL  TRADE 
UNIONISM  ” 

An  Address  delivered  by  Mr.  J.  Stuart  Hodgson  to  the  London 
Liberal  Candidates  Association  at  the  National  Liberal  Club, 
Whitehall  Place,  S.W.,  on  November  3rd,  1926. 

Chairman  :  Dame  hlARGARET  Lloyd  George,  D.B.E. 

I  HAVE  labelled  the  discourse  which  I  am  about 
to  inflict  upon  you,  “  Liberalism  and  Political  Trade 
Unionism/'  This  title  is,  as  a  matter  of  fact,  a 
rather  touching  example  of  a  journalist’s  faith  in  an 
adjective.  It  is  not,  in  practice,  possible  to  dis¬ 
entangle  political  Trade  Unionism  from  the  legal, 
social  and  industrial  controversies  in  which  it  is 
embedded.  Nevertheless,  I  intend  to  touch  as 
lightly  as  is  reasonably  possible  upon  these  difiicult 
and  intricate  problems. 

The  question  which  I  desire  to  discuss  is  this  : 
What  is  the  faith  of  a  political  Trade  Unionist  ? — 
meaning  by  “  a  political  Trade  Unionist,”  of  course, 
not  a  Liberal  or  a  Conservative,  or  even  a  Socialist 
who  happens  to  be  a  Trade  Unionist,  but  that  great 
body  of  working  men  who  tramp  election  after 
election  to  vote  for  so-called  Labour  candidates  who 
may  or  may  not  be  Socialists.  Nominally,  of 
course,  their  creed  is  Socialism.  Actually,  as  a 
matter  of  common  knowledge,  they  are  no  more 
committed  to  the  arguments  of  doctrinaire  Socialism 
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than  they  are  to  the  doctrines  of  Confucianism.  It 
is  certain  that  if  a  practical  attempt  were  made  to 
impose  a  real  Socialist  system  upon  this  country  it 
would  be  firmly  resisted  and  probably  defeated 
mainly  by  the  very  men  who  at  present  vote  for  it. 

If  this  is  so,  what  is  their  real  political  creed  ? 
Have  they  any  creed  at  all  ?  Is  there  any  theory 
or  philosophy  behind  it,  or  is  it  a  mere  jumble  of 
prejudices  and  passions  ?  And  what  in  each  and  all 
of  these  cases  ought  the  attitude  of  Liberals  to  be 
towards  them  ? 

I  think  these  questions  are  worth  raising  for  two 
reasons,  I  think,  in  the  first  place,  that  there  reaUy 
are  some  signs  that  the  body  of  opinion  of  which  I 
am  speaking  is  beginning  to  become  articulate — 
beginning  to  free  itself  from  the  trammels  of  the 
alien  creeds  imposed  upon  it.  But  if  the  dumb  are 
going  to  speak,  it  is  surely  worth  trying  to  under¬ 
stand  what  they  are  going  to  say.  We  ought  not 
to  say,  until  we  are  quite  sure,  that  it  is  merely  one 
more  inarticulate  noise  added  to  the  political 
pandemonium. 

In  the  second  place,  whatever  may  be  our  future 
relations  with  the  Labour  Party  as  a  whole,  the 
necessity  of  defining  our  attitude  to  political  Trade 
Unionism  is  far  more  instant.  For  political  Trade 
Unionism,  whatever  it  may  be,  has  come  to  stop. 
These  voters  for  an  indefinite  period  will  be  the 
guardians  of  the  gates  in  all  the  great  urban  con¬ 
stituencies,  and  any  political  party  which  aspires 
to  remain  a  party  and  to  exercise  influence  in  the 
councils  of  the  country  cannot  afford  to  say  it  does  not 
care  what  these  people  think  and  why  they  think  it. 
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I  suppose  the  ordinary  Liberal,  if  he  were  suddenly 
called  upon  to  define  the  position  which  his  party 
had  adopted  in  the  past  to  Trade  Unionism,  would 
say  that  it  had  been  one  of  benevolence  tempered  by 
discrimination.  If  he  were  pressed  and  if  he  were 
honest  he  would  go  on  to  say  that  the  discrimination 
was  now  increasing  and  the  benevolence  diminishing. 
He  would  be  met  at  the  outset  by  two  challenges — 
a  Labour  challenge  and  a  Conservative  challenge. 

The  Labour  man  would  say  to  him  ;  “  What 

you  say  is  not  true.  Liberalism  is  not  and  never  has 
been  really  friendly  to  Trade  Unionism.  The  worst 
enemies  Trade  Unionism  has  ever  had  were  Mr. 
Cobden  and  Mr.  Bright,  and  the  early  Radical 
individualists.  If  your  party  subsequently  changed 
its  views,  that  was  due  not  to  any  honest  acceptance 
of  the  principles  of  Trade  Unionism,  but  to  the  most 
sordid  and  mean  considerations  of  party  interest 
and  party  calculation.’  ’  That  is  the  Labour  position. 

The  Conservative  would  say  :  “  It  is  to  you 

Liberals,  and  to  you  alone,  that  the  present  position 
of  Trade  Unionism  is  due.  It  was  you  who  en¬ 
couraged  them  when  they  were  small  and  little  in 
their  own  sight.  It  was  you  who  egged  them  on  in 
their  dangerous  and  pernicious  disorderly  ambitions. 
It  was  you  who  by  your  iniquitous  legislation  of 
1906  and  1913  made  them  what  they  are  to-day — 
a  menace  to  the  very  existence  of  the  State.  This 
baby  is  your  baby.  It  has  turned,  as  we  always  told 
you  it  would  turn,  into  a  pig.  It  is  coming  into  the 
drawing-room.  It  is  your  pig.  What  are  you  going 
to  do  about  it  ?  ”  That  is  the  Conservative  view. 

It  is  worth  examining  these  two  views,  because 
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from  the  friction  of  opposed  exaggerations  you  may 
often  strike  the  spark  of  truth.  It  is  absurd  in  the 
Conservative  to  pretend  that  the  present  position 
of  Trade  Unions  is  due  solely  or  even  mainly  to  the 
Liberals.  In  the  catalogue  of  pious  if  somewhat 
reluctant  benefactors  of  Trade  Unionism  you  will 
find  the  name  not  only  of  Mr.  Gladstone  but  also  of 
Mr.  Disraeli ;  and  there  is  no  fact  in  history  more 
certain  than  that  the  development  of  Trade  Unionism 
could  not  have  been  arrested,  and  that  all  the 
attempts  to  arrest  it  since  1845  resulted  merely  in 
diverting  it  into  more  dangerous  and  more  sinister 
channels.  It  is  absurd  in  the  Labour  man  to  say 
that  the  Liberal  Party  is  tied  to  the  opinions  on 
this  particular  matter  of  Mr.  Cobden  and  Mr. 
Bright.  I  might  just  as  well  say  that  Mr.  Ramsay 
MacDonald  and  Mr.  Clynes  are  committed  to  the 
doctrines  of  machine  smashing  because  their  early 
political  progenitors  undoubtedly  favoured  this 
particular  form  of  insanity. 

But  the  Conservative  is  right  in  saying  that  Trade 
Unionism  has  in  the  past  received  most  important 
benefits  from  the  support  and  help  of  Liberals  ; 
and  the  Labour  man  is  right  in  saying  that  that 
help  was  given,  not  from  any  particular  veneration 
for  the  principles  of  Trade  Unionism,  but  from  quite 
other  causes.  We  Liberals  have  in  the  past  sup¬ 
ported  Trade  Unionism,  not  because  we  particularly 
like  it,  but  because  we  particularly  liked  liberty. 

I  need  not  tell  such  an  audience  as  this  that  the 
early  struggle  of  Trade  Unionism  was  a  struggle  for 
liberty.  The  stately  mansion  of  Victorian  respecta¬ 
bility  was  built,  not  on  sand,  but  upon  a  very  dismal 
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swamp  of  squalor  and  misery.  To  this  very  day  we 
a.re  suffering  from  its  deficiencies  in  sanitation.  The 
little  boys  working  half  naked  in  the  mines,  the 
wretched  women  toiling  incredible  hours  for  the 
barest  pittance,  the  half-starved  agricultural 
labourer,  and  the  appalling  lot  of  the  industrial 
hand — these  things  are  engraved  upon  the  con¬ 
sciousness  of  Labour  to-day,  and  they  are  responsible 
for  half  of  the  unreasonable  bitterness  and  for  half 
of  the  suspicion  that  infects  the  industrial  atmosphere 
to  this  hour. 

The  early  Victorian  Liberal  was  not  unconscious 
of  these  things.  He  was  not  nearly  conscious  enough. 
He  was  far  too  apt  to  attribute  them  to  the  act  of 
God.  As  we  know,  he  was  mistaken.  He  ought  to 
have  said  that  they  were  really  attributable  to 
economic  causes. 

The  Victorian  Liberal  was  not  the  first  moralist 
to  explain  that  the  results  of  man’s  callous  selfishness 
and  blindness  are  really  inexplicable  manifestations 
of  causes  over  which  man  has  no  control.  He  is  not 
the  last  philosopher  who  will  explain,  in  the  face  of 
the  hard  smile  of  a  sceptical  world,  that  he  struck  the 
match  but  the  fire  lit  itself.  And  yet  he  was  uneasy. 
At  the  end  of  the  century  we  were  all  uneasy.  We 
were  all  supporting  the  Unions  ;  not  because  we 
thought  of  them  as  instruments  of  industrial  recon¬ 
struction — I  doubt  very  much  whether  any  of  us 
had  heard  of  it  at  that  time  ;  certainly  not  because 
we  regarded  them  as  the  foundation  of  a  new  party  ; 
but  because  we  saw  in  the  Unions  the  only  possible 
means  of  enabling  the  working  man  to  save  himself 
from  the  slough  of  despond  in  which  he  was  sunk. 
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But  if  the  battle — this  early  battle — was  a  battle 
for  liberty,  so  was  the  battle  of  1906.  I  have  been 
surprised  to  learn,  on  the  best  Conservative  authority, 
that  we  common  Liberals  went  into  that  battle  as 
hireling  mercenaries  driven  reluctantly  into  the 
fighting  line  by  the  whips  and  scorpions  of  triumphant 
Trade  Unionism.  I  do  not  know  how  it  seems  to 
you  now,  but  it  did  not  seem  like  that  then.  We 
thought  that  we  were  fighting  the  battle  of  liberty 
in  defence  of  the  oppressed.  We  thought  the  Trade 
Unions  were  not  our  taskmasters,  but  that  they  were 
the  victims  we  were  rescuing  from  an  intolerable 
oppression. 

They  spoke  in  those  days  extremely  humbly.  I 
myself  remember  hearing  Mr.  Enoch  Edwards,  the 
miners’  leader,  speaking  about  that  time  in  the  House 
of  Commons  and  saying  :  “  We  are  not  asking  very 
much  ;  we  are  only  asking  five  shillings  a  day.  Five 
shillings  a  day  is  not  very  much.  Five  shillings 
a  day  is  not  much  for  a  grown  man.”  Different 
language  from  the  minatory  thunderings  of  Mr. 
Cook  to-day.  Labour  was  humble  because  Labour 
was  comparatively  weak  and  because  the  forces 
opposed  to  it  were  enormously  strong ;  they  were 
not  only  enormously  strong  but  they  were  enormously 
reactionary. 

At  the  beginning  of  the  Coal  Strike  we  saw  defined 
by  Mr.  Evan  Williams  and  his  friends  a  certain  theory 
of  property.  The  younger  Liberal,  I  think,  when  he 
first  saw  that  theory,  must  have  felt  the  same  sort 
of  shock  of  surprise  as  if  he  had  seen  a  Neolithic  man 
descending  a  tube  lift.  As  a  matter  of  fact,  that 
theory  was  the  theory  held  by  the  great  majority  of 
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English  employers  in  1906.  They  believed  that 
their  properties  were  their  own,  to  do  with  as  they 
liked,  irrespective  of  any  regard  for  the  public  good. 
They  held  that  they  did  a  man  a  favour  when  they 
gave  him  employment ;  and  they  would  have  shrunk 
back  horrified  if  you  had  suggested  that  a  labourer 
had  a  moral  right  to  be  considered  as  a  kind  of 
partner  in  the  industry  on  which  his  life  and  his 
happiness  depended. 

That  was  the  fortress  against  which  we  advanced  ; 
and  before  it  were  the  wire  entanglements  of  the  law. 
I  do  not  say  that  the  law  was  wielded  against  the 
Trade  Unions.  I  do  not  believe  it  was.  But  the 
lawyers  could  not  forget  the  murder  clubs  of  Man¬ 
chester  and  Sheffield  ;  they  could  not  forget  that 
the  Trade  Unions  had  been  criminal  associations 
and  had  been  illegal  associations  ;  and  whenever  a 
question  of  interpretation  arose  they  gave  that 
interpretation  against  the  Unions.  It  is  scarcely 
a  parody  to  say  that  the  position  of  the  law  then 
was  that  it  was  not  illegal  to  strike,  but  that  it  was 
illegal  to  do  anything  in  support  of  a  strike.  That 
was  a  position  which  we  considered  to  be  intolerable. 
We  decided  to  end  it,  and  we  did  end  it. 

It  may  be  said  that,  even  if  that  were  so  then, 
the  reasons  are  no  longer  valid.  The  Unions 
are  now  very  strong  ;  the  opposition  to  them  is 
relatively  weak ;  the  old  legal  bias  against  them  has 
to  some  extent  faded  away.  All  this  is,  I  think, 
quite  true  but  it  does  not  alter  the  fact  that  if 
there  were  strong  reasons  in  public  policy  for  the 
passing  of  the  Act,  there  are  reasons  certainly  not  less 
strong  which  make  it  against  public  policy  to  tamper 
II 
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with  it,  at  any  rate  on  the  lines  along  which  the 
Conservatives  are  now  engaged. 

The  only  possible  defence  for  this  Conservative 
attack  on  the  Trade  Unions  is  that  it  is  going  to  free 
the  country  from  a  menace  with  which  it  was  faced 
in  the  General  Strike — the  menace  of  an  enormous 
combination  of  Trade  Unions  who  will  blackmail  the 
State.  The  one  and  sufficient  answer  to  all  these 
Conservative  attacks  is  that  they  will,  as  a  matter  of 
fact,  create  the  danger  from  which  they  are  pretending 
to  save  us.  They  will  raise  the  cry  that  the  Trade 
Unions  are  in  danger.  By  so  doing  they  will  sweep 
away  all  the  jealousies  and  all  the  rivalries  and  all 
the  sectional  differences  which  at  present  divide 
them.  They  will  rally  to  the  colours  hundreds  of 
thousands  of  respectable  and  law-abiding  Trade 
Unionists  who  will  believe  that  their  cause  is  in 
danger.  They  will  do  a  worse  thing  than  that.  I 
put  it  to  you  that  the  greatest  difficulty  in  dealing 
with  Trade  Unions  to-day  is  not  their  sometimes 
grotesque  rules,  it  is  not  their  sometimes  tyrannous 
and  obsolete  regulations,  but  it  is  the  existence  behind 
the  leaders  of  certain  sinister  forces  over  whom  they 
can  exercise  no  control,  and  who  are  continually 
breaking  the  agreements  into  which  their  leaders 
have  entered.  Into  the  hands  of  these  men  this 
Conservative  agitation  is  going  to  put  an  enormous 
weapon.  They  will  say  to  their  colleagues  ;  “You 
were  told  that  you  ought  to  trust  to  the  powers 
which  Parliament  has  given  you.  Look  what  they 
do  when  you  attempt  to  use  them.  They  take  them 
away.”  There  is  no  answer  to  that  appeal  to  such 
an  assembly. 
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I  am  not  saying  that  there  is  not  a  case  for  revision 
of  the  existing  condition  of  the  law  and  of  the  social 
conditions  of  Trade  Unionists.  I  think  there  is. 

I  think  that  a  progressive  Government  in  the  future 
will  be  obliged  to  revise  the  present  conditions.  I 
believe  they  bear  on  their  face  all  the  evidence  of 
transitoriness.  It  will  revise  them  by  a  large  measure 
of  which  the  objects  will  be  to  place  the  Trade  Unions 
in  their  proper  position  as  part  of  our  recognised 
social  machinery.  It  will  increase  their  responsibility, 
but  it  will  also  stabilise  and  confirm  their  powers,  and 
by  so  doing  you  will  secure  what  is  really  absolutely 
essential,  and  that  is  the  consent  and  the  co-operation 
of  the  Trade  Unions  themselves.  It  will  do  this  in  a 
large  and  sane  temper,  and  not  in  the  temper  of  an 
angry  fishwife  pursuing  an  urchin  who  has  stolen  an 

egg. 

Now  to  return  to  my  theme.  We  early  Liberals 
— I  mean  before  igoo — supposed  that  all  Trade 
Unionists  in  those  days  were  necessarily  Radicals. 
In  fact,  we  were  right.  The  Trade  Unionists  of  those 
(3a.ys — Mr.  Burt,  Mr.  Fenwick,  Mr.  Richard  Bell,  and 
others — ^were  Radicals.  They  were  not  even  very 
advanced  Radicals,  as  we  understand  the  type  now. 
But  in  theory  we  were  wrong.  In  theory  there  is 
and  was  nothing  to  compel  a  political  Trade  Unionist 
to  be  a  Radical.  Mr.  Keir  Hardie  and  the  Inde¬ 
pendent  Labour  Party  proceeded  to  demonstrate 
that  fact.  They  put  it  about  that  a  political  Trade 
Unionist  was  necessarily  a  Socialist,  and  for  many 
years  we  went  on  repeating  that  all  Trade  Unionists 
were  necessarily  Socialists.  Quite  recently,  yet 
another  cuckoo  has  laid  its  egg  in  this  capacious 
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nest,  and  the  Communist  chicken  has  chirped 
impudently  in  the  countenance  of  its  enraged  foster- 
mother.  The  Communist  chicken  is  being  turned 
out ;  but  if  it  had  the  sense  it  might  have  said  that 
if  it  had  no  business  in  that  nest — and,  indeed,  it 
had  none — ^it  had  at  least  as  much  business  as  the 
Socialist  hen  that  is  turning  it  out.  A  political 
Trade  Unionist  is  not,  as  a  matter  of  fact,  either  a 
Communist  or  a  Socialist  or  an  old-fashioned  Radical. 
But  is  he  anything  at  all  ?  Is  there  any  process  of 
political  alchemy  by  which  you  can  translate  the 
pure  faith  of  Trade  Unionism  into  terms  of  public 
policy  ?  I  think  there  is.  I  think  we  have  had 
certain  remarkable  instances  of  it  in  our  own  time. 
I  will  give  you,  with  your  permission,  three. 

In  1906,  during  the  Chinese  Labour  agitation,  the 
Trade  Unions,  as  you  know,  opposed  the  Govern¬ 
ment.  We  supposed  that  they  were  opposing  the 
Government  for  the  same  reasons  that  we  did — 
that  is  to  say,  on  the  ground  of  humanity  and  on 
the  ground  of  zeal  for  liberty.  We  were  partly 
right,  but  only  partly  right.  The  Conservatives 
supposed  that  the  motive  of  the  Trade  Union  opposi¬ 
tion  was  some  anti-alien  feeling  against  China,  but 
they  were  utterly  wrong.  The  ordinary  Trade 
Unionist  was  not  thinking  about  China  at  all.  But 
anyone  who  attended  Mr.  Balfour’s  meetings  in 
1906  in  North-East  Manchester  could  have  been 
under  no  delusion  at  all  as  to  what  it  was  they  were 
really  thinking  about.  Wherever  Mr.  Balfour  went 
he  was  greeted  with  cries  of,  “  Talk  about  Chinese 
Labour ;  talk  about  Chinese  Labour.”  He  was 
admirably  patient.  He  said,  “  Will  you  let  me  talk 
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for  ten  minutes  on  something  else,  if  at  the  end  of 
that  time  I  promise  to  talk  about  Chinese  Labour  ?  ” 
“Very  good,”  said  the  crowd.  Then,  “Time  up, 
time  up.  Now,  why  do  you  bring  in  the  Chinese  ? 
What  are  you  paying  the  Chinese  ?  What  are  you 
paying  the  niggers?  What  are  you  paying  the 
whites  ?  Why  do  you  want  to  bring  the  Chinese 
there  at  all  ?  There  could  not  be  a  moment’s 
hesitation  in  the  minds  of  anyone  who  was  present 
at  those  meetings  that  the  predominant  idea  in  the 
minds  of  the  workers  was  that  some  sort  of  attack 
was  being  made  on  their  Trade  Union  status  and 
hours  and  conditions  of  labour. 

Towards  the  end  of  the  Labour  Government’s 
tenure  of  office  there  arose,  on  a  rather  dusty  Friday 
afternoon,  a  debaTe  in  the  House  of  Commons  upon 
the  not  very  exciting  subject  of  the  importation  of 
Australian  currants.  The  question  before  the  House 
was  whether  we  should  or  should  not  give  preference 
to  Australian  currants  as  against  Greek  currants. 
The  Freetrader  and  the  Protectionist  arose  and 
spoke  after  their  manner.  Then  there  arose  three 
Labour  Members — Dr.  Guest,  Mr.  Kirkwood  and 
Mr.  Tom  Johnston.  They  announced  to  a  surprised 
House  that  they  were  not  Protectionists  and  not 
Freetraders  ;  they  had  a  multiplication  table  all 
to  themselves.  What  they  said  was  that  the  test 
of  this  question  was  whether  or  not  the  goods 
concerned  had  or  had  not  been  produced  under 
Trade  Union  conditions.  If  they  had  not  been, 
said  Mr.  Kirkwood,  they  ought  to  be  excluded  from 
this  country  as  though  they  were  infected  with 
anthrax.  I  am  not  pursuing  him,  tempting  as  it 
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is,  further  into  this  economic  wonderland.  Pre¬ 
sumably  the  end  of  the  matter  would  be  that  we 
should  refuse  to  import  any  goods  except  from 
America  and  those  we  should  not  import  because 
we  could  not  afford  to  pay  for  them.  Here,  for 
the  second  time,  you  have  the  idea  raised  that  the 
one  question  that  really  matters  is  the  maintenance 
at  all  costs  of  the  standard  and  the  conditions  of 
life  of  the  British  worker. 

Now  for  the  third  instance.  Just  before  the 
Labour  Government  fell  it  signed,  as  you  remember, 
the  Dawes  Agreement.  The  Dawes  Agreement  was 
one  of  the  most  considerable  feats  effected  by  the 
Labour  Government.  It  really  did  lay  the  ground 
for  relative  peace  in  Europe.  At  that  time  the 
General  Federation  of  Miners  was  sitting.  The 
General  Federation  of  Miners  denounced  the  Dawes 
Agreement.  They  told  the  Government,  both 
privately  and  publicly,  that  unless  they  also 
denounced  the  Dawes  Agreement  they  would  cease 
to  support  them.  Why  ?  Did  not  the  miners  care 
for  European  peace  ?  Of  course  they  did.  But 
the  effect  of  the  Dawes  Agreement  would  be  to 
lower  the  price  of  coal ;  it  would  throw  miners  out 
of  employment ;  it  would  touch  the  ark  of  the 
Trade  Union  covenant,  and  European  peace  must 
wait. 

I  will  give  you  one  more  instance,  this  time  from 
abroad.  Immediately  after  the  War  the  German 
capitalists  found  themselves,  for  the  first  time  in 
their  lives,  faced  with  a  Socialist  Government.  They 
said,  like  Lord  Rosebery  on  another  occasion,  that 
it  was  the  end  of  all  things ;  there  was  nothing  to 
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be  done  except  in  some  way  to  contract  out  of  this 
Government  under  which  respectable  capitalists 
could  not  live.  They  tried  various  expedients,  with 
which  I  need  not  bother  you  ;  but  the  last  is  worth 
looking  at.  They  went  to  the  workers  and  they 
said  ;  “  The  producers  are  the  people  in  this  country 
who  matter  ;  no  one  else  really  matters  ;  let  the 
chatterers  in  the  Reichstag  go  on  ;  what  we  want 
is  an  industrial  Parliament  which  will  look  safely 
after  the  only  two  things  with  which  a  civilised 
country  is  really  concerned — the  maintenance  of 
high  wages  and  the  maintenance  of  high'  profits.” 

The  experiment,  as  a  matter  of  fact,  came  to  little  ; 
for  the  capitalists  discovered  that  their  fears  were 
exaggerated,  and  they  made  their  peace  with  the 
Socialist  Government.  But  the  experiment  was 
made.  It  was  formally  proclaimed  that  the  real 
aim  of  good  government  is  the  production  of  good 
wages  and  large  profits  ;  that  the  only  real  citizens 
are  those  engaged  in  these  operations  ;  and  that  the 
rest  are  parasites.  Omit  the  profits,  and  you  have 
here  the  clearest  statement  yet  made  in  practice  of 
the  political  philosophy  of  Trade  Unionism. 

There  is  much  to  be  said  for  the  improvement 
of  the  existing  industrial  organisation.  There  is  a 
good  deal  to  be  said  for  an  industrial  Parliament 
strictly  subordinated  to  the  general  Parliament  of 
the  realm.  There  is  even  possibly  something  to  be 
said  for  regarding  industry  as  a  State  within  a  State, 
with  a  certain  amount  of  limited  autonomy  ;  though 
the  practical  difficulties  are  enormous.  But  to  the 
theory  that  production  is  the  only  thing  that  matters, 
and  that  the  industrial  affairs  of  a  country  can  be 
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handed  over  to  the  practically  unchecked  control 
of  an  industrial  Parliament,  Liberalism  can  only 
return  a  short  and  decided  negative.  We  shall  say 
that  such  a  theory  is  a  travesty  of  representative 
institutions  and  a  parody  of  democracy  ;  and  we 
shall  say  that  not  merely  because  it  appears  to  deny 
full  citizenship  to  all  except  those  engaged  in  pro¬ 
ductive  work  (assuming,  what  is  in  fact  impossible, 
that  productive  work  can  be  defined  and  dis¬ 
tinguished  from  non-productive),  but  because  it  is 
in  itself  a  negation  of  the  primary  conception  of  real 
democracy.  The  working  hypothesis  of  democracy 
is  that  there  is  such  a  thing  as  the  common  weal ; 
that  in  the  friction  of  free  discussion  between  opposed 
interests  the  common  weal  becomes  apparent ;  and 
that  in  the  very  long  run  the  various  sections,  even 
if  it  involves  temporary  sacrifices,  will  find  their 
ultimate  account  and  reward  in  subordinating  their 
individual  interests  to  the  common  weal.  But  if  you 
say  that  wages  and  profits  and  the  capacity  of  earning 
one  or  the  other  make  up  the  whole  aim  of  citizenship, 
this  working  hypothesis  breaks  down.  In  that  case 
the  miners  were  right  in  saying  that  to  keep  up  the 
price  of  coal  and  secure  their  employment  and  their 
standard  of  living  was  more  important  than  European 
peace.  Your  theory  states  as  much.  And  similar 
dilemmas  will  always  be  arising.  For  you  cannot 
legislate  for  good  trade  in  the  abstract.  It  is  the 
old  difficulty  of  the  Protectionist.  The  high  price 
of  coal  which  is  good  for  the  miner  is  ruin  to  the 
steel-worker.  The  prosperity  of  steel  may  be 
disaster  to  the  shipbuilder.  Even  within  the  same 
industry  there  may  be  opposed  interests  ;  thus  the 
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interests  of  the  weaver  and  the  spinner  in  the  cotton 
trade  are  diametrically  opposed.  For  this  reason, 
if  for  no  other,  the  idea  of  a  purely  industrial  State, 
governed  by  purely  industrial  considerations,  is 
unsound  in  theory  and  impracticable  in  fact.  In 
practice  it  would  resolve  itself  into  a  kaleidoscope 
of  corrupt  combinations  on  the  part  of  varying 

trades  for  the  purpose  of  exploiting  their  rivals  and 
the  public. 

I  am  not,  of  course,  suggesting  that  this  rather 
crude  and  clumsy  philosophy  which  we  have  been 
discussing  is,  in  the  mind  of  the  ordinary  artisan, 
the  inspiration  of  the  Trade  Union  cause  to-day.  I 
am  not  suggesting  that  it  is  in  the  mind  even  of  the 
leaders  of  the  movement.  That  is  not  the  way  that 
political  philosophy  works  in  this  country.  In 
Russia,  in  Germany,  in  France,  and  in  Italy  you 
have  your  theory ;  you  have  your  Government, 
your  group  or  your  party  constituting  themselves 
the  prophets  of  the  theory,  and  imposing  the  theory 
upon  more  or  less  kicking  and  struggling  facts,  until 
something  breaks  or  some  other  party  arises  with 
another  theory,  and  dispossesses  the  party  in 
power. 

But  in  England  what  happens  is  something  quite 
different.  Here  you  have  your  grievance  ;  you  have 
your  shoe  pinching  ;  you  have  your  enthusiastic 
philanthropist  rushing  up  to  redress  the  grievance 
or  to  repair  the  shoe  ;  and  when  he  has  finished,  or 
when  he  has  nearly  finished,  then  you  get  your 
intelligent  outsider  developing  his  theory  to  explain 
why  he  did  it  and  how  he  did  it. 

That  is  why  English  political  thinking  is  always 
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so  very  good  or  so  very  bad  ;  for  if  the  explanation 
is  true,  it  fits  the  facts  like  a  glove.  Of  course  it 
does  ;  it  was  made  to  do  so.  But  if  it  is  not  true, 
if  it  is  a  bad  shot,  then  our  national  habit  is  to  leave 
it  lying  about,  insisting  that  it  is  an  explanation  of 
facts  which,  as  a  matter  of  fact,  it  does  not  explain. 
That  is  one  of  the  reasons  why  the  foreigners  call 
us  hypocrites.  But  the  important  thing  is  that  our 
political  thinking  is  always  looking  backward  ;  it  is 
nearly  always  an  explanation  and  hardly  ever  an 
anticipation.  It  is  crystallised  feeling. 

Of  what  feeling  is  this  theory  which  we  have 
been  discussing,  the  expression  ?  The  Socialist  in¬ 
tellectual  will  tell  you  at  once  that  it  is  the  feeling 
of  class  hatred  engendered  by  inequality  in  the 
distribution  of  property.  I  think  he  is  wrong  in 
both  particulars.  I  do  not  believe  there  is  any 
class  hatred  worth  speaking  about  in  the  ordinary 
English  working  classes.  The  prophets  of  the  Bol¬ 
shevik  Baal  may  leap  upon  their  altars,  cutting 
themselves  with  their  knives  after  their  manner, 
and  the  ordinary  working  man  looks  on  with  stolid 
astonishment,  mitigated  by  an  equally  stolid  con¬ 
tempt.  The  Socialist  Press  may  publish  pictures  of 
quite  nice-looking  ladies  and  gentlemen,  and  label 
them,  “  Idle  Rich  at  Ascot.”  It  is  bad  journalism  ; 
for  the  ordinary  working  man  has  no  quarrel  with 
the  idle  rich.  He  rather  likes  them.  His  feeling  is 
not  class  hatred  ;  but  it  is  class-consciousness. 

Let  me  call  your  attention  to  a  rather  remarkable 
fact.  The  material  difference  between  the  classes 
in  this  last  forty  years  has  been  closing  immensely  ; 
but  concurrently  with  that  closing  of  the  gap  there 
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has  been  opening  a  curious  spiritual  difference.  I 
look  back  upon  my  Lancashire  boyhood;  then, 
between  Dives  and  Lazarus  there  was  a  great  gulf 
fixed.  They  differed  in  speech,  in  dress,  in  habits, 
in.  interests,  in  culture,  in  almost  every  department 
of  life  and  manners.  This  gulf  has  almost  closed. 
Then  we  Lancashire  middle-class  folk  could  scarcely 
understand  the  dialect  of  the  streets.  We  had  only 
to  go  out  on  the  hills  to  find  a  patois  we  could  not 
understand  at  all.  Now  the  patois  is  dead ;  and  the 
time  is  coming  and  will  shortly  come,  when  the 
English  spoken  (shall  I  say  ?)  by  Lord  Derby  will 
be  in  no  respect  distinguishable  from  the  English 
spoken  by  the  humblest  worker  in  the  remotest 
Lancashire  weaving-shed.  Then  the  clogs  and  shawls 
of  the  workers  contrasted  vehemently  with  the  top- 
hats  and  frock  coats  of  the  Victorian  gentry.  The 
top-hats  and  the  frock  coats  have  gone  to  their  own 
place.  The  clogs  and  shawls  have  not,  perhaps,  gone 
yet,  but  they  are  going.  In  a  short  time  it  will  be 
impossible  to  distinguish  by  their  clothes  between 
these  two  classes.  Yet,  while  that  is  so,  the  spiri¬ 
tual  difference  has,  as  I  have  said,  become  extra¬ 
ordinarily  accentuated.  I  do  not  think  that  any 
old-established  employer  will  tell  you  that  his  rela¬ 
tions  with  his  men  to-day  are  not  more  business¬ 
like  and  less  friendly,  less  intimate,  and  more  cool, 
than  they  were  thirty  to  forty  years  ago. 

The  political  reaction  of  this  feeling  we  all  know. 
A  friend  of  mine,  a  very  prominent  Radical,  stood 
in  a  north-country  mining  constituency.  He  preached 
•(-Q  miners  the  gospel  of  an  advanced  Radicalism, 
and  they  heard  him  very  gladly.  They  thronged 
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round  him.  Afterwards  they  said  :  "  We  will  sup¬ 
port  you  to  a  man  ;  you  shall  have  all  our  votes  ; 
we  agree  with  everything  you  have  said,  provided 
the  Unions  do  not  put  up  candidates.  But,  of 
course,  if  the  Unions  put  up  candidates  we  cannot 
support  you.”  Mind  you,  no  conditions  were  made. 
It  was  not  asked  who  the  candidate  was  to  be,  or 
what  the  doctrine  was  that  he  was  to  preach.  He 
might  preach  a  doctrine  absolutely  the  reverse  of 
that  which  they  had  heard.  He  might  be  a  hydro- 
cephalous  imbecile  incapable  of  preaching  any 
doctrine  at  all ;  and  yet,  before  his  very  name  or 
existence  was  established,  he  was  certain  of  all  the 
miners’  votes  in  that  constituency. 

What  is  the  reason  of  this  ?  Let  me  ask  you 
to  suppose  that  you  could  get  inside  the  mind 
of  an  English  working  man  and  beyond  the  barrier 
of  his  impenetrable  reserve.  What  would  he  say  ? 
I  believe  he  would  say  this  :  "You  tell  me  that  I 
am  a  free  citizen  with  equal  rights  in  a  free  State. 
In  this  free  State  in  which  I  have  equal  rights  you 
have  an  education  system  of  which  the  basis  is  that 
what  is  good  enough  for  my  son  is  not  good  enough 
for  the  son  of  a  lawyer  or  of  a  doctor  or  of  a  parson. 
In  this  free  State  in  which  we  have  equal  rights,  if 
one  of  your  own  middle-class  Commissions  suggests 
that  a  working  man,  a  miner,  might  properly  enjoy 
the  annual  holiday  which  you  give  without  a 
moment’s  hesitation  to  the  humblest  of  your  clerks, 
he  would  start  back  as  at  a  revolutionary  proposal. 
In  this  free  State  in  which  we  are  all  equal,  if  you 
meet  an  instructed  workman,  if  you  meet  a  man 
who  knows  a  little  about  astronomy,  a  little  about 
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science  and  poetry,  you  look  upon  him  as  a  prodigy 
of  nature. 

“  Slowly,  in  a  hundred  subtle  ways,  you  make  us 
understand  that  that  equality  of  which  you  talk  is 
a  humbug  and  a  sham.  You  do  not  believe  in  it 
yourselves.  Slowly,  and  not  without  difficulty,  and 
not  without  sacrifice,  we  have  climbed  up  from  the 
cellars  in  which  our  fathers  dwelt,  attracted  by  the 
light  of  your  parlour  windows  ;  and  it  is  so  cold  that 
we  repent  of  the  adventure.  We  are  not  blaming 
you.  We  recognise  that  it  is  not  your  fault,  and 
that  it  cannot  be  helped ;  but  do  not  blame  us  if,  in 
these  circumstances,  we  huddle  together  for  warmth.” 

I  am  not  saying  that  is  a  fair  view,  or  that  there 
is  not  an  answer  to  it ;  but  I  do  say  with  some 
earnestness,  because  I  believe  it  is  true,  that  this  is 
what  is  happening  in  the  minds  of  hundreds  of  thou¬ 
sands  of  British  working  men  and  women  and  that 
unless  we  Liberals  are  prepared  to  recognise  that  it 
is  so,  and  to  acknowledge  all  the  implications  of  it, 
we  may  leave  the  social  question  alone,  I  do  not 
think  we  shall  do  any  good  with  it. 

If  what  I  have  said  is  true,  it  follows  that  what 
we  call  industrial  unrest  is  not  entirely  industrial ; 
some  of  it,  at  any  rate,  will  extend  far  beyond  the 
confines  of  industry.  I  am  not  suggesting  that  there 
may  not  be  much  wrong  with  the  industrial  machine. 
My  friends  and  colleagues  of  the  Liberal  Summer 
School  Council  are  at  this  moment,  with  the  generous 
and  public-spirited  aid  of  Mr.  Lloyd  George,  engaged 
in  overhauling  that  machine  as  it  has  never  been 
overhauled  before  ;  and  I  believe  the  result  of  their 
efforts  will  be  of  unbounded  use  to  this  country.  At 
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the  same  time,  I  believe  that  the  Trade  Unionist  is 
wrong  ;  that  he  misstates  and  misunderstands  his 
own  case  when  he  suggests  that  if  he  could  only  get 
industrial  reform  he  would  attain  the  height  of  his 
desires.  He  would  not.  In  this  one  respect  his 
Socialist  mentor  is  wiser  than  he.  What  he  wants 
is  not  a  new  industrial  order — it  is  a  new  society  ; 
and,  looking  round  on  society  to-day,  who  will  not 
say  that  he  is  right  ?  In  that  new  Society  the 
material  driving  force  will  still  be  industry.  I  do 
not  believe  that  the  spiritual  driving  force  will  be 
an  industrial  ideal. 

In  that  respect  I  part  company,  I  know,  from 
many  men  whom  I  admire  and  whom  I  respect. 
They  still  think  it  is  possible  to  revive  the  old  idea 
of  craftsmanship  in  modern  industry.  They  still 
think  that  a  man  may  find  the  pride  of  his  life  in 
the  work  by  which  ,he  earns  his  living.  I  dissent 
with  diffidence  ;  but  I  do  dissent.  I  believe  that 
the  continued  sub-division  of  labour  and  the  con¬ 
tinued  mechanicalism  of  industry  will  make  a  mock 
of  these  dreams. 

I  cannot  tell  the  man  in  the  factory  who  is  going 
to  earn  his  living  by  pressing  a  button  to  turn  a 
screw  day  after  day,  week  after  week,  and  month 
after  month,  that  in  pressing  a  button  to  turn  a 
screw  he  is  co-operating  in  a  great  work  of  social 
regeneration.  I  cannot  tell  the  girl  in  the  shirt 
factory,  who  is  going  to  spend  the  greater  part  of 
her  life  making  buttonholes  in  shirts,  that  God 
made  her  to  make  buttonholes.  I  do  not  believe 
He  did.  I  think  the  Liberal  Society  of  the  future 
should  say  to  such  a  one  this  :  “  The  work  which 
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you  are  doing  is  valuable  and  useful  and  honour¬ 
able  ;  if  you  are  a  just  person  you  will  do  that 
work  loyally  and  faithfully ;  but  you  will  not 
believe,  and  you  will  not  try  to  believe,  that  in 
this  work  you  will  find  the  satisfaction  of  those 
aspirations  which  alone  give  dignity  and  glory  to 
any  life  in  any  sphere.  You  will  look  for  that  to 
the  liberties  and  to  the  leisure  and  to  the  oppor¬ 
tunities  which  a  Liberal  State  will  know  how  to 
secure.  So  secured,  you  will  look  upon  this  button¬ 
hole  making  of  yours  as  the  forging  of  a  key  which 
will  admit  you  at  will  to  the  enchanted  gardens  of 
literature,  of  art,  of  science,  of  music,  of  the  beauty  of 
the  things  of  the  mind,  and  to  the  glory  of  the  things 
of  the  spirit.  We  are  not  telling  you  that  we  will 
give  you  any  dastard’s  heaven  where  you  can  live 
at  ease  at  other  people’s  expense.  We  do  not  pro¬ 
pose  to  relieve  you  in  any  degree  of  those  personal 
responsibilities  which  are  the  price  that  the  brave 
man  pays  for  his  freedom,  and  which  no  one  but  a 
dastard  and  a  coward  will  try  to  escape.  If  you  are 
a  fool  or  a  wicked  person,  we  are  not  saying  that  we 
can  or  will  avert  from  you  the  inevitable  conse¬ 
quences  of  your  own  folly  and  your  own  wickedness. 
What  we  are  offering  you  is  not  riches,  it  is  rich  life. 
It  is  the  opportunity  to  satisfy  to  the  full  all  the 
tastes  and  all  the  talents  and  all  the  powers  which 
God  has  given  you.  For  the  priceless  privileges  of 
leisure  are  not  in  the  Liberal  State  the  monopoly 
of  the  few.  They  are  not  prizes  given  to  the  deserv¬ 
ing  poor  as  a  bone  is  flung  to  a  hungry  dog.  In  the 
Liberal  State  they  are  the  right  and  the  inheritance 
of  all  her  sons  and  daughters.” 
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The  Liberal  criticism  of  the  Trade  Union  ideal  is 
that  it  is  too  narrow.  I  think  it  is  a  just  criticism. 
The  Trade  Union  criticism  of  the  Liberal  ideal  is 
that  it  is  too  vague.  I  am  not  certain  that  there  is 
not  a  certain  justice  in  that  too.  There  is  nothing 
vague  in  the  past  work  of  Liberals,  and  Trade 
Unionists  should  be  the  last  to  attempt  to  suggest 
that  there  is.  There  is  nothing  vague  in  the  present 
work  of  Liberals.  They  may  rail  at  us  as  a  feeble 
folk  ;  but  it  is  to  us  and  to  our  counsels  that  they 
come  whenever  they  are  in  difficulties. 

There  is  nothing  vague  in  the  work  of  Liberalism 
so  far  as  the  immediate  future  is  concerned — in  our 
land  reform  schemes,  in  our  industrial  inquiries. 
If  those  fields  ever  ripen  to  the  harvest,  it  will  be 
our  hand  that  has  sown  the  seed.  But  there  is  a 
certain  vagueness,  I  think,  in  regard  to  our  ultimate 
ideal.  We  suffer  any  pinchbeck  Moses  to  get  up 
on  his  soap-box  and  prophesy  a  millennium  which 
will  never  come  ;  but  we  are  rather  slow  to  oppose 
to  the  nightmare  of  the  false  democracy  the  vision 
of  the  true.  Yet  I  believe  it  is  that  vision  for  which 
thousands  upon  thousands  of  anxious  workers  are 
looking  at  the  present  time.  If  we  could  only 
explain,  in  language  which  the  working  man  could 
understand,  what  we  mean  by  equality  of  oppor¬ 
tunity,  and  what  that  city  is  which  we  intend  to 
build  upon  the  ruins  of  the  old,  I  believe  we  should 
win  very  speedily  the  sympathy  and  the  support  of 
thousands  of  workers. 

You  may  say  that  we  can  do  nothing  to  realise 
it  at  once  ;  that  we  must  work  while  it  is  still  to-day, 
and  that  we  cannot  afford  visions.  Do  not  let  us 
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say  that.  It  is  true  that  we  must  wait  for  the  full 
realisation  of  our  ideals  ;  but  to  wait  in  faith  is 
not  to  be  idle.  “To  wait  in  ignorance  is  nothing.” 
I  quote  the  words  of  a  great  naturalist :  “  The  seed 
waits  for  the  century-delayed  warmth  and  water. 
The  crystal  waits  for  its  full  growth.  But  with 
understanding  to  have  patience  to  see  clearly  and 
definitely  the  splendid  future  of  mutual  unanimity 
of  interest  and  respect ;  and  to  do  our  work  and 
wait — that  is  very  wonderful.” 
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“  LIBERALISM  AND  THE  PROBLEM  OF 
INHERITANCE  ” 

An  Address  delivered  by  Mr.  H.  D.  Henderson  to  the  London 
Liberal  Candidates  Association  at  the  National  Liberal  Club,  White¬ 
hall  Place,  S.W.,  on  December  3rd,  1926. 

Chairman  :  The  Rt.  Hon.  Sir  John  Simon,  K.C.V.O.,  K.C.,  M.P. 

I  SHOULD  like  to  begin  by  stating  the  reasons  why 
I  attach  importance  to  this  question  of  inheritance 
and  why  I  consider  that  it  really  is  a  question  which 
is  worth  taking  seriously  as  a  question  of  immediate 
practical  politics.  During  this  year,  or  the  early 
part  of  this  year,  a  number  of  those  of  us  who  are 
associated  with  the  Liberal  Summer  School  met 
together  and  had  various  discussions  in  which  we 
threshed  out  the  question  of  the  taxation  of  inherit¬ 
ance  and  agreed  upon  a  certain  policy,  and  I  was 
delegated,  on  behalf  of  the  rest  of  them,  to  put 
forward  this  policy  in  a  paper  at  the  Summer  School 
at  Oxford,  which  has  since  been  published  as  a 
pamphlet.  In  that  pamphlet  I  was  following  the 
general  lines  of  the  co-operative  argument.  I  do 
not  know  that  I  put  the  issues  in  quite  the  per¬ 
spective  in  which  they  really  commend  themselves 
to  me,  and  I  would  like  to  state  the  matter  from  a 
rather  different  angle  this  evening.  In  that  pamphlet 
I  laid  the  main  stress  on  the  importance  of  doing 
something,  by  means  of  taxation  upon  inheritance, 
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to  limit  the  possibility  of  large  accumulated  fortunes 
being  handed  down  from  one  generation  to  another, 
and  so  to  make  less  unequal  the  distribution  of  wealth. 
I  think  that  is  an  important  aspect  of  the  question, 
not  in  the  least  because  I  think  that  it  is  by  means  of 
diminishing  huge  fortunes,  or  by  any  policy  looking 
to  a  less  unequal  distribution  of  wealth,  that  you 
will  do  anything  very  considerable  to  improve  the 
conditions  of  the  poorer  classes  of  the  country  or  to 
raise  the  general  standard  of  life.  The  key  to  a 
general  improvement  in  the  standard  of  life  hes,  not 
in  any  policy  of  redistribution,  but  in  a  policy 
aiming  at  securing  a  greater  aggregate  production 
of  wealth.  But  for  that  very  reason  it  is  im¬ 
portant  not  to  ignore  distribution.  I  am  very 
much  struck,  if  one  looks  round  the  world  of 
industrial  problems,  at  the  very  great  obstacles 
that  are  placed  in  the  path,  not  merely  of  a  rational 
policy  of  industrial  reconstruction,  but  of  anything 
in  the  nature  of  a  greater  degree  of  co-operation 
between  Capital  and  Labour  or  that  will  make  for 
increased  industrial  efficiency,  by  the  obsession  on 
the  part  of  Labour  with  the  problem  of  distribution, 
the  jealousy  of  profits  being  made,  and  the  whole 
complex  of  notions  which  seek,  in  the  sphere  of 
industry,  to  try  to  bring  about  a  better  distribution 
of  wealth.  I  am  sure  that,  if  we  are  to  make 
headway  with  these  industrial  problems  and  have  a 
general  improvement  in  the  productivity  of  the 
country,  we  want  to  get  rid  of  that  method  of 
approach.  But  you  will  never  get  rid  of  it,  you 
will  never  get  industrial  questions  approached  in 
the  right  sort  of  perspective  unless  you  can  show 
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some  means  along  sound  lines  of  making  for  a  more 
equal  and  better  distribution.  For  that  reason  it  is 
important  that  in  the  sphere  where  you  can  do 
something  to  affect  the  distribution  of  wealth,  as 
you  can  in  the  sphere  of  national  finance,  you  should 
not  neglect  that  question. 

But  what,  to  my  mind,  is  really  the  governing 
consideration,  the  consideration  that  makes  me  feel 
that  this  is  a  question  of  serious  practical  politics, 
is  the  National  Debt  position.  With  a  National 
Debt  still  at  a  figure  of  very  nearly  £7,600,000,000, 
I  am  strongly  of  opinion  that  a  more  vigorous 
sinking  fund  policy  is  essential.  Just  after  the  War, 
when  we  emerged  from  war  finance  and  took 
stock,  as  it  were,  of  the  position,  there  was  a 
period  when  we  were  very  much  concerned  with 
these  huge  figures  of  the  National  Debt,  and  when 
there  was  a  very  general  feeling  that  something 
rather  drastic  ought  to  be  done  in  regard  to  the 
matter.  Many  people  advocated  a  capital  levy. 
We  are  rather  apt  nowadays  to  think  of  the  capital 
levy  as  a  specially  Labour  proposal,  and  one  of  the 
least  practicable  of  Labour  proposals  ;  but  remember 
that  the  capital  levy  a  few  years  ago  was  advocated, 
or  at  any  rate  taken  very  seriously,  by  a  great  many 
people  who  cannot  be  suspected  of  having  any 
Labour  leanings.  Mr.  Bonar  Law  himself  took  the 
capital  levy  very  seriously.  Then  there  was  a  very 
great  concentration  of  opinion  in  favour  of  an 
alternative  version  of  the  capital  levy  which  was 
called  a  levy  on  war  fortunes.  That  idea  was  taken 
very  seriously  indeed  by  Mr.  Austen  Chamberlain 
when  he  was  Chancellor  of  the  Exchequer.  He 
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gave  it  out  that  he  was  trying  to  get  some  levy  on 
war  fortunes  worked  out ;  he  set  up  an  official 
inquiry  on  the  subject ;  there  was  a  great  deal  of 
expert  and  other  evidence  given,  and  it  looked  at  one 
time  as  though  a  proposal  for  a  capital  levy  on  war 
fortunes  would  be  adopted  by  the  Government 
shortly  after  the  War.  Nothing  came  of  it,  and  of 
course  nothing  came  of  the  project  for  the  capital 
levy,  and  both  projects  have  become  now  quite 
impracticable,  whatever  they  may  have  been  just 
after  the  War. 

But  the  fact  that  they  have  become  impracticable, 
I  think,  has  led  us  to  fall  into  rather  too  easy  a  state 
of  complacency  about  the  National  Debt  position. 
The  arguments  which  made  people  take  very 
seriously  the  notion  of  a  capital  levy  or  a  levy  on 
war  fortunes  just  after  the  War,  have  not  lost  their 
force,  and  I  think  we  need  to  remind  ourselves  of 
them  to-day.  In  the  first  place,  I  do  not  think 
that  to  go  on  as  we  are  doing  now,  paying  off  a  debt 
of,  as  I  say,  £y ,600,000,000,  a  sum  which  is  equiva¬ 
lent,  on  the  most  optimistic  estimate  you  can 
possibly  make,  to  over  a  quarter  of  our  total  national 
wealth,  and  the  interest  charges  on  which  alone 
are  equivalent  to  something  like  8  to  10  per  cent,  of 
the  national  income — I  do  not  think  to  go  on  paying 
that  off  at  the  rate  of  ^50,000,000  a  year,  which  is 
the  statutory  sinking  fund  charge  (which  is  equivalent 
to  about  -6  per  cent.,  or  a  httle  more,  about  two- 
thirds  of  I  per  cent,  of  the  capital)  is  altogether  a 
safe  policy  in  a  very  uncertain  and  hazardous  world. 
The  consideration  is  a  vague  one,  and  I  do  not  want 
to  give  it  unpleasant,  realistic  shape,  but  just  call 
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up  to  your  minds  the  kaleidoscope  of  history  ;  just 
think  of  the  kind  of  changes  that  take  place  within 
fifty  years,  the  sort  of  emergencies  calling  for  heavy 
expenditure  which  are  apt  to  arise  in  the  space  of 
fifty  years,  and  then  realise  that  at  the  present  rate 
of  paying  off  the  debt  we  should  be  left  in  fifty  years’ 
time  with  a  deadweight  of  debt  of  over  £5, 000,000 ,000. 

I  do  not  think  that  is  a  position  that  anybody 
can  feel  quite  easy  about — particularly  if  you  look 
around  at  the  rest  of  the  world  and  see  that  in  one 
way  or  another,  very  undesirable  ways  often — it 
may  be  by  a  currency  inflation  which  depreciates 
to  almost  nothing  the  nominal  amount  of  the  debt — 
for  one  reason  or  another  there  is  no  other  country 
which  is  likely  to  have  a  burden  of  debt  comparable 
with  ours  after  that  lapse  of  time.  Then  there  is 
another  consideration.  Quite  apart  from  the  possi¬ 
bility  of  emergencies  arising,  it  is  obvious  that  the 
slower  the  rate  at  which  we  pay  off  the  debt  the 
longer  is  the  time  for  which  we  shall  have  to  maintain 
a  very  high  rate  of  annual  taxation  in  order  to  pay 
the  interest  on  the  debt  that  remains.  I  do  not 
want  to  exaggerate  in  this  matter.  The  damage 
that  is  done  to  industry  by  a  high  level  of  taxation 
is  a  subject  on  which  exaggeration,  and  I  think  very 
gross  exaggeration,  is  very  common.  I  mean,  when 
people  attribute  the  industrial  depression  and  the 
general  unsatisfactory  conditions  through  which  we 
have  passed  during  the  last  few  years  mainly  to  the 
high  level  of  taxation,  I  think  they  are  talking  a 
degree  of  nonsense  which  has  not  any  parallel  in 
other  directions  at  the  present  time. 

I  should  regard  the  high  level  of  taxation  as 
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being  a  comparatively  minor  factor  in  our  industrial 
troubles  to-day ;  but  at  the  same  time  it  is  a  factor. 
To  collect  sums  of  money  to  the  tune  of  hundreds 
of  millions  by  taxation,  income-tax  and  other  taxes 
on  the  one  hand,  and  to  pay  that  out  again  as  interest 
on  the  National  Debt  on  the  other  hand,  is  in  the 
main  a  process  of  redistribution,  a  transference  of 
purchasing  power  which  does  not  directly  leave  us 
as  a  people  any  poorer.  But  in  practice  you  cannot 
accomplish  that  process  on  that  sort  of  scale  with 
the  best  fiscal  system  you  can  contrive — and  I  think 
our  fiscal  system  is  a  good  one — you  cannot  re¬ 
distribute  purchasing  power  on  that  sort  of  scale 
without  entailing  little  incidental  anomalies  which 
involve  deterrents  to  enterprise  and  activity  and 
which  therefore  make  the  flow  of  national  prosperity 
less  than  it  would  otherwise  be.  You  cannot  do  it, 
moreover,  without  making  rich  people  very  anxious 
to  avoid  taxation,  and  inducing  them  to  take  various 
steps  which  have  undesirable  results,  such  as,  for 
example,  leading  people  to  go  and  live  in,  shall  we 
say,  Jersey,  in  order  to  avoid  the  high  rates  of 
taxation.  Such  are  the  disadvantages,  for  what 
they  are  worth,  of  a  high  level  of  long-maintained 
taxation. 

I  lay  stress  upon  those  disadvantages  now  at 
the  outset,  for  this  reason.  When  one  comes  to  the 
particular  proposal  for  inheritance  taxation  that 
I  advocate,  and  when  one  comes  to  discuss  the 
merits  and  the  demerits  of  that  proposal,  the  chief 
objection  to  it  which  is  usually  raised,  I  have  found, 
is  an  objection  of  precisely  the  sort  which  I  have 
been  mentioning  as  objections  to  a  high  level  of 
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direct  taxation,  in  particular  what  I  may  call  the 
Jersey  argument.  People  say,  if  you  do  anything 
to  increase  the  taxation  of  inherited  wealth,  you 
will  tend  to  drive  rich  people  to  live  in  such  places 
as  Jersey,  and  thereby  you  will  do  a  bad  turn  for 
Great  Britain.  Those  are  objections  which  need  to 
be  faced  and  to  be  weighed  ;  but  I  would  ask  you 
to  observe  at  the  outset  that  those  are  objections 
which  must  be  weighed  as  against  the  counter 
objections  of  maintaining  a  very  high  level  of  taxa¬ 
tion  for  a  very  long  time.  You  must  not  consider 
those  objections  to  inheritance  taxation  in  vacuo  ; 
you  must  realise  that  the  alternatives  are  :  whether 
you  are,  by  some  such  means,  to  pay  off  the  National 
Debt  at  a  faster  rate,  and  therefore  get  your  level 
of  ordinary  taxation  down  ;  or  whether  you  are  to 
go  on  with  your  high  level  of  taxation  for  a  longer 
period  ;  and  when  you  consider  such  reactions  as 
driving  rich  people  to  go  and  live  in  other  countries 
in  order  to  avoid  high  taxation,  you  must  remember 
that  that  argument  does  not  cut  all  one  way. 

Those  are  my  main  reasons  for  thinking  that 
a  more  vigorous  sinking  fund  policy  is  desirable. 
There  are  two  supplementary  reasons  I  would  like 
to  add,  though  I  will  not  dwell  on  them  at  any 
great  length.  The  first  is  that  there  seems  to  be  a 
tendency  for  the  sinking  fund,  while  remaining  at 
£50,000,000  in  name,  to  become  considerably  less  in 
fact.  The  sinking  fund  is  supposed  to  be  £50,000,000 
a  year  j  we  are  supposed  to  pay  off  the  debt  at  that 
rate  annually.  For  a  good  number  of  years  after 
the  War  we  actually  paid  off  the  Debt  at  a  con¬ 
siderably  faster  rate,  because  Chancellors  of  the 
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Exchequer  then  had  a  very  welcome  habit  of  pro¬ 
ducing  a  surprise  surplus  at  the  end  of  the  year,  which 
went  to  pay  off  the  National  Debt  in  addition  to  the 
nominal  sinking  fund  ;  but  those  surprise  surpluses 
have  in  recent  years  given  place  to  predictable 
deficits.  In  the  last  financial  year  we  did  not  pay 
off  the  Debt  to  the  tune  of  £50,000,000,  but  to  that 
of  rather  less  than  £40,000,000,  and  in  the  present 
financial  year  it  also  seems  highly  unlikely  that  we 
will  pay  off  the  Debt  to  the  tune  of  £50,000,000. 
When  a  sinking  fund  of  £50,000,000  tended  to  mean 
in  practice  a  sinking  fund  of  £70,000,000,  or  even 
more,  it  seemed  more  or  less  adequate,  but  when 
there  is  a  tendency  for  a  nominal  sinking  fund  of 
£50,000,000  to  be  merely  one  of  £30,000,000  or 
£40,000,000,  that  adds  to  the  importance  of  having 
a  higher  and  more  effective  sinking  fund  policy. 

Then  there  is  the  second  supplementary  point. 
I  am  a  little  uneasy,  with  our  National  Debt  at  its 
present  volume,  at  the  growing  tendency  for  the 
State  to  be  called  upon  to  assume  new  capital 
obhgations.  That  tendency  takes  many  forms. 
Under  the  Electricity  Bill,  which  has  just  been 
discussed  in  the  House  of  Commons,  the  State  will 
assume  new  contingent  capital  financial  commit¬ 
ments.  In  connection  with  the  coal  problem  every¬ 
one  knows  that  it  was  one  of  the  proposals  of  the 
Coal  Commission  that  the  State  should  buy  out  the 
mining  royalties.  That  proposal  was  not  adopted 
by  the  Government  on  the  ground  that  it  was  a 
proposal  that  they  did  not  like  to  take  the  responsi¬ 
bility  for,  in  view  of  the  general  financial  position — 
this  high  National  Debt  and  so  on.  Now  with  our 
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National  Debt  at  its  present  figure,  that  is  not  an 
argument  in  which  you  can  say  there  is  no  substance. 

The  issue  is  this.  The  debt  that  you  would  require 
to  create  to  buy  out  the  mining  royalties  would  be 
a  debt  of  a  very  different  character  from  the  purely 
unproductive  National  Debt  that  we  have  at  present, 
because  against  that  debt  there  would  be  an  asset, 
the  asset  of  the  mining  royalties  which  the  State 
would  receive,  and,  if  everything  goes  all  right, 
what  the  State  would  receive  in  mining  royalties 
should  be  fully  equal  to  the  amount  which  it  would 
have  to  pay  in  interest  on  the  extra  loan  raised  to 
buy  out  the  royalties.  It  should  work  out  all  right, 
and  the  State  should  not  be  a  loser  by  the  trans¬ 
action  ;  but  it  might  not  work  out  all  right.  Any¬ 
thing  might  happen  ;  you  might  have  a  state  of 
affairs  created  in  the  coalfields  which  would  compel 
the  State  to  sacrifice  a  good  part  of  its  revenue  from 
royalties.  You  cannot  be  certain  in  connection  with 
that  sort  of  asset,  and  when  you  have  the  unpro¬ 
ductive  National  Debt  at  such  a  high  figure  as 
£7,600,000,000,  the  argument  is  not  a  negligible  one 
that  the  Government  give,  that  they  do  not  want 
to  add  unnecessarily  to  the  total  volume  of  the 
National  Debt.  On  the  other  hand,  it  is  extremely 
unfortunate  if  proposals  seriously  put  forward  by 
such  a  body  as  the  Coal  Commission,  in  order  to 
improve  the  general  industrial  prosperity  of  the 
country,  are  to  be  obstructed  on  the  ground  that 
the  State  is  not  in  a  position  to  incur  further  capital 
liabilities.  That  seems  to  me  to  be  an  additional 
reason  for  a  more  vigorous  sinking  fund  policy.  If 
we  are  making  headway  and  getting  down  this 
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figure  of  unproductive  National  Debt,  we  then  can 
proceed  with  a  clear  conscience  with  such  pohcies 
like  buying  out  mining  royalties,  with  which  we 
cannot  proceed  with  an  easy  conscience  to-day  with 
the  National  Debt  at  its  present  figure.  For  those 
reasons  I  think  we  ought  to  pay  off  the  National 
Debt  at  a  faster  rate. 

If  that  is  the  objective,  the  most  obvious  and 
natural  direction  in  which  to  look  is  in  the  direction 
of  the  taxation  of  inheritance,  for  various  reasons. 
First  of  all,  inheritance  taxes,  whether  they  be 
ordinary  death  duties  like  we  have  just  now  or  any 
more  complicated  duties,  are  in  form  and  to  an 
important  degree  in  reality  taxes  upon  capital  as 
distinct  from  taxes  upon  income  ;  they  tend  to  be 
paid  out  of  capital  to  a  degree  to  which  other  taxes 
are  not,  and  therefore,  if  you  view  them  in  isolation 
and  take  them  by  themselves,  they  tend  to  diminish 
the  aggregate  volume  of  national  savings  to  a  greater 
extent  than  is  true  of  other  taxes  yielding  a  com¬ 
parable  revenue.  They  are  therefore  bad  taxes  to 
employ — at  least,  they  are  open  to  one  very  strong 
objection  if  you  use  them  for  ordinary  income  revenue 
purposes.  On  the  other  hand,  they  are  very  appro¬ 
priate  taxes  to  employ  if  you  use  them  for  capital 
purposes,  and,  of  course,  it  is  using  them  for  a  capital 
purpose  if  you  use  them  to  pay  off  the  National  Debt. 
It  is  not  merely  that  the  special  objection  to  capital 
taxes  disappears  if  you  use  them  for  this  purpose  ; 
the  point  is  more  positive  than  that.  If  you  are  to 
have  a  large  sinking  fund  and  to  pay  off  the  National 
Debt  at  a  rapid  rate,  it  is  positively  desirable  to  do 
so  out  of  taxes  of  a  capital  nature.  To  do  it  out  of 
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taxes^  of  an  essentially  income  character  is  open,  in 
my  view,  to  objections  almost  as  strong  as  those  to 
using  capital  taxes  for  income  purposes.  There  is 
a  land  of  natural  connection,  an  appropriate  relation¬ 
ship,  between  your  taxation  of  inheritance  and  your 
sinking  fund  policy,  and  if  you  aim  at  a  higher 
sinking  fund  policy  taxes  on  inheritance  are  the  most 
appropriate  field  to  which  to  look  and  see  if  anything 
can  be  done. 

I  want  a  higher  sinking  fund  policy,  and  so  I 
look  to  inheritance,  I  look  to  see  if  I  can  get  a  larger 
revenue  out  of  taxation  upon  inheritance,  and  I 
look  first  at  the  death  duties  as  we  have  them  now, 
and  I  put  the  question  :  Would  it  be  possible  and 
reasonable  and  expedient  to  increase  the  present 
death  duties  ?  I  answer  that  question  by  saying 
“  No,"  because  I  feel  that  the  death  duties  on 
their  present  basis  are,  taking  one  consideration 
with  another,  fully  high  enough.  It  all  depends  on 
your  taste  ;  to  some  people  they  may  not  seem 
high  when  you  state  the  scale.  There  is  the  estate 
duty,  which  is  5  per  cent,  on  an  estate  of  ;^io,ooo  ; 
it  is  10  per  cent,  on  an  estate  of  £25,000  ;  it  rises  to 
20  per  cent,  on  an  estate  of  £100,000,  and  it  goes 
up  to  30  per  cent,  on  an  estate  of  £1,000,000,  and 
then  40  per  cent,  on  estates  of  £2,000,000  and  above 
that.  With  those  £1,000,000  estates  we  need  not 
perhaps  concern  ourselves  very  much ;  the  key 
figure  to  have  in  mind  is  that  on  an  estate  of  the  size 
of  £100,000  the  estate  duty  is  at  present  20  per 
cent.  Then  in  addition  to  that  you  have  certain 
minor  duties,  the  Legacy  Duty  and  the  Succession 
Duty,  which  depend  upon  the  degree  of  consan- 
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guinity  of  the  people  to  whom  the  money  is  left. 
Confining  ourselves  to  estate  duty,  you  may  not 
think  20  per  cent  is  very  much  on  an  estate  of 
£100,000,  but  it  seems  to  me  fully  enough  for  a  duty 
of  that  character.  After  all,  that  is  4s.  in  the  pound. 
I  think  it  is  enough,  for  various  reasons  :  first  of  all, 
there  are  all  the  practical  difficulties  that  if  you  put 
your  ordinary  estate  duty  higher  it  would  lead  to  a 
tendency  to  avoid  paying  the  duty  in  one  way  or 
another,  and  it  will  be  some  deterrent  to  people 
saving ;  but  behind  those  considerations,  and  in 
addition  to  them,  I  feel  it  will  be  in  many  cases 
unfair  to  push  your  ordinary  estate  duty  much 
higher  than  it  is  now.  The  circumstances  relating 
to  inheritance  are  various.  The  estate  duty  is  a 
rather  crude  and  undiscriminating  tax,  and  it  works 
out  that  you  are  treating  as  one  and  the  same 
phenomenon  very  different  phenomena. 

A  rich  man  dies  at  a  ripe  old  age  after  his  sons 
have  grown  up  and  are  already  engaged  in  prosperous 
careers  on  their  own  and  are  earning  large  sums  of 
money  on  their  own  account,  and  when  his  daughters 
perhaps  are  well  and  prosperously  married.  When 
he  dies  and  leaves  his  money  to  his  children,  each  of 
them  is  getting  something  in  the  nature  of  a  windfall, 
and  one  feels  that  if  the  State  is  taking  a  large  slice 
out  of  what  he  leaves,  the  children  are  doing  very 
well,  they  are  getting  a  large  sum  of  money  that 
they  did  not  have  before,  and  they  have  little  reason 
to  complain  however  much  the  State  takes  in  such  a 
case.  But  the  death  duties  do  not  only  apply  in 
such  a  case  as  that.  You  may  have  another  case 
where  a  man  dies  in  the  prime  of  life,  leaving  behind 
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a  wife  and  children,  who  are  still  young  children,  who 
have  not  yet  been  educated  and  who  have  got  their 
schooling  coming  on  ;  he  may  be  a  man  who  has  been 
earning  a  very  large  income,  living  in  a  certain  style, 
bringing  up  his  family  and  living  in  a  house  and  with 
a  general  standard  of  expenditure  appropriate  to  the 
large  income  that  he  was  earning.  Suppose  he  was 
a  man  who  started  off  as  a  poor  man,  without  any 
inherited  fortune  of  his  own,  even  if  he  has  been 
prudent  and  has  saved  quite  a  large  proportion  of 
his  income  and  has  insured  his  life,  if  you  like,  as 
well,  even  so  if  he  dies  in  the  prime  of  life,  the  estate 
which  he  leaves  will  not  be  a  huge  one,  and  quite  apart 
from  the  operation  of  the  death  duties,  his  wife  and 
family  are  reduced  when  he  dies  to  much  poorer 
circumstances  ;  they  are  suddenly  made  very  much 
worse  off  than  when  he  was  alive.  They  may  have 
been  living  on  a  kind  of  £5,000  a  year  standard  ; 
he  may  leave  an  estate  of,  say,  £25,000,  and  his  wife 
and  family  have  to  live  at  once  on  a  much  lower 
standard,  quite  apart  from  the  operation  of  the  death 
duties.  Then  when  you  come  along  and  say,  “  Here, 
the  wife  and  children  are  getting  a  big  windfall ; 
they  are  receiving  something  that  they  had  not 
any  right  to  before,  and  they  can  afford  to  pay 
a  great  deal  to  the  State,”  the  thing  works  out  very 
hardly,  and  in  such  a  case  it  does  not  seem  to  me 
reasonable  to  put  your  tax  on  that  estate  at  more 
than  10  per  cent.  That  is  one  of  the  troubles.  The 
circumstances  under  which  people  die  and  the  cir¬ 
cumstances  which  attach  to  the  inheritance  of 
wealth  may  vary  enormously,  consistently  with 
the  size  of  the  estate  being  the  same.  In  the  one 
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case,  the  inheritance  may  be  associated  with  the 
people  receiving  the  money  as  heirs  becoming  much 
better  off  than  they  were  before  :  on  the  other 
hand,  it  may  be  associated  with  their  being  in 
reality  much  worse  off  than  they  were  before.  Your 
death  duties  do  not  discriminate  between  such  cases, 
and,  therefore,  if  you  are  to  contemplate  raising  any 
such  sum  of  money  by  higher  death  duties,  you  want 
to  look  at  a  different  sort  of  tax  which  will  be  more 
discriminating  and  which  you  can  be  fairly  sure  will 
not  have  the  effect  in  itself  of  bearing  hardly  upon 
people  who  are  going  to  be  plunged  definitely  into  a 
poorer  condition  of  life. 

For  that  reason  the  proposal  which  we  of  the 
Liberal  Summer  School  worked  out  is  based  upon 
the  principle  of  trying  to  discriminate  between 
wealth  which  is  once  inherited  and  reinherited 
wealth,  between  that  part  of  what  a  man  leaves 
which  he  had  earned,  or  at  any  rate  saved  himself 
during  his  lifetime,  and  that  part  of  an  estate 
passing  at  death  which  the  testator  had  himself 
inherited  before.  That  is  the  principle  of  the 
scheme.  We  leave  the  present  death  duties  just 
as  they  are.  I  am  not  sure  that  you  might  not 
abolish  the  present  Legacy  and  Succession  Duties 
if  you  have  such  a  proposal  as  I  suggest,  but  you 
would  leave  the  estate  duty  as  it  is.  Then  you  would 
have  an  additional  duty  which  is  not  designed  to 
fall  at  all  upon  that  part  of  what  a  man  leaves  which 
he  himself  has  saved  during  his  lifetime,  but  which  is 
designed  to  fall  upon  that  part  of  his  estate  which  he 
himself  had  previously  acquired  by  inheritance. 
That  is  the  general  principle. 
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The  administrative  principle  which  we  propose  is 
this.  One  would  not  go  into  the  question  of  how 
often  money  may  have  been  inherited  in  the  past, 
one  would  start  clean  for  the  future,  and  the  key  to 
the  working  of  the  scheme  is  to  intercept,  on  the 
occasion  of  the  first  inheritance,  the  tax  that  will 
ultimately  be  payable  when  the  heirs  to  the  estate 
die  in  their  turn,  to  intercept  the  capital  sum  repre¬ 
senting  that  tax  and  to  pay  to  the  heirs  life  annuities 
representing  a  fair  rate  of  interest  on  the  money 
which  the  State  has  intercepted  ;  the  idea  being  that 
you  would  not,  in  respect  of  income,  leave  the  people 
who  come  into  the  estate  as  the  result  of  the  duty 
any  the  worse  off  than  they  are  at  present,  but  that, 
when  they  die,  part  of  what  they  received  on  the  first 
inheritance  they  would  not  be  able  to  pass  on  to  their 
heirs.  I  do  not  know  whether  that  is  clear.  That  is 
the  general  administrative  idea  of  the  proposal. 

Perhaps  I  can  best  explain  the  proposal  further  by 
giving  an  illustration.  Let  us  suppose  that  a  man 
dies  worth  f  100,000,  and  let  us  suppose  that  he  leaves 
that  money  equally  between  four  children,  so  that 
each  of  them  gets  £25,000.  As  things  are  now,  an 
estate  duty  of  £20,000  on  that  size  of  estate  has  to  be 
paid.  We  leave  that  as  it  is.  I  think  one  might 
abolish  these  little  Legacy  and  Succession  Duties,  but 
then  when  the  man  dies  worth  00, 000,  in  addition 
to  the  existing  estate  duty  the  executors  of  the 
estate  would  have  to  hand  over  to  the  Government  a 
further  sum  for  this  reinheritance  duty.  The  rate 
of  reinheritance  duty  we  propose  on  each  legacy  of 
£25,000  is  ;^4,ooo,  so  that,  with  four  equal  legacies 
of  £25,000  each,  the  executors  would  have  to  hand 
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over  ;^i6,ooo  to  the  Government  in  respect  of  this 
reinheritance  duty,  ^^4,000  for  each  heir.  The 
Government  then  in  turn  would  pay  a  life  annuity 
calculated,  say,  at  4I  per  cent,  on  that* £4,000 — 
I  think  that  is  £180 — to  each  of  those  heirs.  The 
children  of  the  first  generation  would,  or  in  prin¬ 
ciple  they  would,  therefore  receive,  in  respect  of 
income  so  long  as  they  live,  just  as  much  as  they 
do  at  present.  You  may  say  that  they  might 
have  invested  the  money  at  a  higher  rate,  if  the 
State  was  not  sitting  on  it,  which  may  be  true  ; 
but,  assuming  that  they  would  like  to  have  some 
of  their  money  invested  in  gilt-edged  securities, 
they  would  be  getting  about  as  much.  But  when 
they  die,  those  life  annuities  would  cease,  so  that 
to  the  extent  of  that  £4,000  they  would  not  be  able 
to  pass  on  their  inheritance  to  their  children.  By  a 
policy  of  that  kind  I  estimate  that  the  State  would 
receive  substantial  and  growing  sums  which  would 
enable  it  to  increase  the  sinking  fund  ultimately  by 
a  figure  of  the  order  of  magnitude  of  £40,000,000  a 
year. 

And  it  would  begin  to  accrue  much  earlier  than 
you  may  think,  owing  to  the  working  of  the  ter¬ 
minable  annuity  system.  The  Chancellor  of  the  Ex¬ 
chequer  would  be  able  to  take  credit  in  his  budget 
for  a  good  part  of  that  revenue  the  moment  that  the 
first  estate  passed :  on  the  one  hand  he  would  be  able 
to  pay  off  Debt  to  the  extent  of  the  £4,000  that  he 
got ;  on  the  other  hand,  he  would  have  to  provide 
for  the  life  annuity,  which  would  be  valued  at  very 
much  less  than  £4,000,  because  it  will  cease  on  the 
death  of  the  annuitant.  So  that  immediately  on  the 


Libevalism  and  the  Problem  of  Inheritance  197 

passing  of  the  first  estate  he  will  be  able  to  take  credit 
for  some  of  the  yield  of  that  tax,  and  it  will  grow 
gradually,  and  ultimately  it  will  enable  him  to 
increase  the  sinking  fund  to  something  of  the 
magnitude  of  £40,000,000.  We  suggest  certain  rates 
of  duty  on  a  sort  of  sliding  scale  principle.  The 
£5 >000  of  legacy  would  be  exempt  from  duty  ; 
on  the  next  slice  of  £5,000  the  duty  would  be  10 
per  cent.  ;  that  is  to  say,  on  a  legacy  of  £10,000 
the  rate  of  duty  would  be  5  per  cent,  on  the 
average,  because  there  is  nothing  on  the  first  £5,000. 
Then  on  the  next  slice  of  £10,000  the  rate  of  duty 
would  be  20  per  cent.,  and  on  the  excess  over 
£20,000  it  would  be  30  per  cent.  Those  figures 
seem  higher  than  they  are,  because  they  are  based 
on  the  slice  principle.  Those  are  the  rates  of  duty 
that  we  propose.  We  do  not  propose  to  apply  them 
to  legacies  to  public  institutions,  like  universities  or 
hospitals.  Those  bodies,  of  course,  do  not  die. 
"  Reinheritance  ”  in  such  a  case  would  be  incon¬ 
gruous.  If  a  testator  left  his  money  to  a  university, 
no  reinheritance  tax  would  be  collected  on  that 
legacy,  and  in  so  far  as  that  would  put  a  premium 
on  leaving’  money  to  universities,  having  had  a  close 
connection  with  a  university,  I  rather  approve  of  it. 

It  is  extraordinary  how  very  much  a  matter  of 
fashion  it  is  ;  how  much  a  matter  of  social  custom 
andl  code — how  people  leave  their  money.  It  is 
not  true  that  it  is  a  fundamental  part  of  human 
nature  that  people  should  leave  their  money  so 
exclusively  for  the  benefit  of  their  children,  or 
private  individuals,  at  any  rate,  as  they  tend  to  do 
jjj  'this  country  at  this  time.  The  habit  of  making 
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public  bequests  used  to  be  much  more  common, 
relatively  speaking,  in  the  Middle  Ages  than  it  is 
now,  much  more  than  it  was  in  1800,  when  there 
were  no  death  duties,  and  it  is  much  less  common 
here  than  it  is  in  America,  where  they  have  very 
high  death  duties.  Giving  money  to  public  insti¬ 
tutions  is  much  more  common  there.  In  so  far  as 
this  duty  would  give  a  slight  stimulus  to  people  to 
leave  money  to  public  institutions,  I  think  it  would  be 
rather  a  desirable  thing,  although  it  is  not  a  big  point. 

Another  point  I  want  to  mention  is  this.  We 
propose  to  exempt  from  this  duty  altogether  the 
case  of  gifts  to  surviving  spouses.  If  a  man  leaves 
a  legacy  to  his  widow,  and  the  widow  then  dies  and 
leaves  the  money  to  her  son,  you  do  not  count  that 
as  reinherited  money  in  that  case. 

Those  are  the  broad  features  of  the  scheme  that  I 
propose.  What  I  want  next  to  look  at  is  this.  Why 
do  I  propose  such  a  complicated  scheme,  or  what  may 
be  fairly  complicated,  in  contrast  to  a  simple  increase 
in  the  death  duties  ?  I  have  given  the  reasons :  I  think 
a  proposal  of  this  kind  would  not  do  the  same  degree 
of  violence  to  the  general  sense  of  what  is  fair  and 
reasonable  as  an  increase  in  the  death  duties  would. 
It  would  not  create  such  cases  of  hardship,  and  I 
feel  convinced  of  this,  that  it  would  not,  to  anything 
like  the  same  extent,  make  people  anxious  or  set 
people’s  wits  to  work  trying  to  avoid  the  duty  by 
one  device  or  another  ;  it  would  not  create  the  same 
incentive  to  do  that,  because  after  all,  despite  this 
new  duty,  a  man’s  children  or  his  other  heirs  would 
be  getting  the  same  income,  roughly  speaking,  as  if 
this  duty  was  not  imposed  ;  and  it  may  even  be  that 
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a  father  who  is  afraid  that  his  son  may  be  inclined 
to  blow  his  money  rather  extravagantly  might 
be  reassured  that  a  part  of  his  money  will  be  in  a 
safe  sort  of  annuity.  Thus  I  do  not  think  this  duty 
by  itself  would  have  any  very  important  effect 
in  stimulating  the  tendency  to  avoid  taxation 
generally  or  to  make  people  live  in  Jersey,  or  any¬ 
thing  of  that  kind,  and  on  the  other  hand  it  would 
not  create  any  serious  hardship  such  as  an  increase 
in  death  duties  sometimes  might. 

Now  I  come  back  to  the  point  that  I  made  at  the 
outset.  By  means  of  such  a  policy  as  this  you  would 
in  the  course  of  time  be  able  to  get  down  your  annual 
level  of  taxation  to  a  much  lower  figure  than  that  at 
which  it  stands  at  present.  I  say  on  balance  that 
would  be  better  from  the  point  of  view  of  preventing 
the  unsatisfactory  results  that  come  from  attempts 
to  avoid  taxation  by  living  in  Jersey  and  so  forth. 
I  should  like  to  know  the  opinion  of  lawyers  on 
this  point,  but  my  impression  is  very  strong  that, 
when  it  comes  to  evasion  of  taxation  by  such  an 
obvious  device  as  giving  away  your  money  during 
your  lifetime,  or  by  complicated  forms  of  trusts, 
the  main  inspiring  motive  is  not  the  desire  to  avoid 
death  duties  but  the  desire  to  avoid  super-tax.  It 
is  a  much  more  definite  thing  at  which  to  aim.  If 
you  are  a  rich  man,  receiving  an  income  of,  say, 
£30,000  a  year,  by  dividing  your  money  up  among 
your  children  now  you  can  certainly  avoid  super¬ 
tax  by  distributing  the  money  more  evenly  among 
your  family,  you  can  diminish  the  amount  of  super¬ 
tax  which  you  have  to  pay  as  a  family,  without  any 
doubt ;  but  it  is  not  so  certain  that  you  will  succeed 
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in  avoiding  death  duties,  because  your  children  may 
die  before  you,  as  they  sometimes  do.  I  heard  of  a 
case  only  a  little  time  ago  of  a  man  who  was  given  by 
the  doctor  only  six  months  to  live,  and  so  he  im¬ 
mediately  took  elaborate  steps  to  give  away  his 
money  and  make  it  over  to  his  wife.  He  sold  the 
shares  that  he  had  and  turned  them  into  cash  and  he 
handed  that  cash  over  to  his  wife,  who  invested  it  into 
other  securities,  and  he  thought  he  had  covered  up 
all  traces  of  it.  I  expect  Somerset  House  would 
have  found  it  out  in  ten  minutes,  really.  But  then 
what  happened  ?  His  wife  died  first,  and  the  fury 
of  this  man  at  having  to  pay  death  duties  on  his  own 
money  was  formidable !  There  are  those  risks 
attaching  to  any  attempt  to  avoid  death  duties  which 
do  not  apply  in  the  same  degree  to  the  evasion  of 
super-tax,  and  I  should  have  thought  it  was  quite 
certain  that  super-tax  was  a  much  more  important 
factor  having  regard  to  the  high  level  at  which  it  is 
now,  in  contributing  to  all  these  various  tendencies, 
by  which  people  seek  to  evade  taxation.  I  do  not 
think  the  reinheritance  duty  would  contribute 
appreciably  to  those  tendencies. 

That  is  the  proposal.  I  put  it  forward  as  a 
Radical  proposal,  but  at  the  same  time  as  a  sober 
and  practical  proposal.  It  is  a  Radical  proposal 
because  it  would  undoubtedly,  coupled  with  death 
duties  at  the  level  at  which  they  are  now,  tell  very 
powerfully  in  the  direction  of  wearing  away  the 
family  fortunes  of  people  who  are  accustomed  to 
living  on  inherited  money  passed  on  from  one 
generation  to  another  without  feeling  it  “  up  to  them  ” 
to  earn  fresh  money  in  each  generation.  It  would 
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therefore  have  a  very  powerful,  profound  social 
effect.  A  man  would  no  longer  feel  reasonably  safe, 
or  feel  that  he  was  doing  his  duty  to  his  country  and 
his  family,  if  he  was  content  to  live  a  decent  life 
on  a  large  unearned  income  which  he  intended  to 
leave  to  his  children  when  he  died,  and  I  think  that 
would  affect  the  psychology  of  people  very  much. 
It  would  become  very  much  more  the  general 
tradition  that  everybody  would  be  expected  to  earn  a 
considerable  income  in  order  to  make  good  for  their 
children  the  losses  on  their  own  inherited  fortunes  as 
the  result  of  this  taxation.  That  has,  no  doubt, 
certain  drawbacks,  but  I  think  on  the  whole  that 
it  would  be  a  healthy  tendency,  and  a  very  im¬ 
portant  one.  At  the  same  time,  I  submit  a  proposal 
of  this  kind  does  meet  the  need,  and  the  very  urgent 
need,  of  the  financial  situation.  We  do  really  need 
to  pay  off  the  National  Debt  faster  than  we  are 
doing,  and  by  a  policy  of  this  kind,  which  would 
not  be  really  oppressive  to  anybody,  but  which  would 
raise  in  the  long  run  a  very  substantial  revenue,  we 
would,  I  think,  turn  a  doubtful  financial  position 
into  a  thoroughly  sound  one.  The  matter  turns  on 
vague  points,  it  is  rather  hard  to  be  sure  ;  but  my 
feeling  is  that  the  difference  between  a  sinking  fund 
of  £^0,000,000  and  one  of  ;^8o,ooo,ooo  or  £90,000,000 
is  the  difference  between  a  dubious  financial  con¬ 
dition,  one  which,  if  anything  untoward  occurred, 
would  lead  to  curious  doubts  being  entertained  about 
our  credit,  and  a  financial  position  which  everybody 
would  feel  to  be  thoroughly  sound  and  that  we  would 
pass  through  a  period  of  bad  weather  without  any 
misgivings  as  to  British  credit. 


^•.  .  •  i;  ...-,' 't,  : 

'V'.  1 1  •  sJ','  ;  •'■ 

'  •  V 

> 

-u  :. 

4’  !•'  ''.'*■  ■*  ' 

'  ■•:  <■.,,.•. .  * 

f 

'  .>•' 

-  >i 

K  :  •^  »■  ■  .  •  '.Mf  /  i  ;  •  • 

■ 

^  V^57  ■,  »./  i 

j  ■  1 

.  •  •  Ef  4.  *.  J  r  .•  J  ♦T  •* 

•  1  -  ‘  .  *>  s  •  » 

■  •  '..  ;>  K  ..  •;.^ 

\  *  ' 

? 

Lk  .  *  •» 

t.‘  iif  ■ 

i;.  r:,  .  ;-.  .A-  :V  ' 

•  *  ‘ 
*<'  E 

'  ,  ;,i 

.O' 

'fh'V.l  ■,  '!,•(  ,:H  ,Qn«T48 

■».  ■  t  ■»  '  •  • 

i-  =  ^ 

'.'»'  .V 

■  ;  -i*  -  :  n|v'  C  jrf.;} 

'  ‘ 

.i  .  ' 

T4*' 

; .  .  u}  r^‘U'.k' .  ■■■:  vi' 

>  ;  .i-.  " 

*  ■: 

Hfi 

.  ''--I'! 

■n-E  i^.<.',':ii  J--!.' 

-?' ;■  i'  AvUtC;.’"  ,' 

'»  A-- 

1  .  .  ■  ,x 

Ti/nr 

i  i-«l-  i)!.- 

■)?. 

i'J'f.  ■•'A  >;;  ^rrr  ^ 

4  L  *  <  *. 

‘:t\:  V-.: 

;x.  ■ 

V 

‘  ;Jf  \ 

.'  i.  ',  ,-v 

4  ' 

S.>t;  .  Vii  ' 


ir<:  ,>.'.->Kv 


i  V.- 

V  i  .  V  '  i  V  * 


:>i' 


*-  '  '  \.  !  ?>'!  M'«-‘  ■  Mf  -J/ii  .  ,  -■!■,, 


A?.. 


^ 

>-'.  ^i''r  Tr....'  I  ia' ■:» 

f^vVv,  ■ 

■-,;4^5'v ‘-i  .U  ; ;  ,^‘'^1.  •  ,  < 


^l: 


»•  « 

•  ‘C  ^ 

■  <■  ,  j.  iJ*’ 


-  I  &  V 

>'  I't  .'.•  'ini'. 


WiV  .  .* 

;;•  ,.f  Ai.-.  1  , 

,;  “'.  u. 

‘V..  •*’*1 

*■  '  f  *  .  .t.\ 

•,'fT 

■  «  ir  ^ 

■  •i<x<;,-»rafvv 

'  A  , 

V4-*:  i  J  • 

'.  •  ' 

4-^5 

.  -)  ;  ; 

•  ;(  VMii{a 

ri  h.  : .  , 

.'  •  ■  t  ^ 

1  ’a  ii 

■  Jt  V 

:  X*/'.?,'  t 

•aU  ';-•’  j  ■  •  : 

'  1  -  -  ^ 

,  fV  )<«■,• 

ivrf.-A 

a/uA  -; 

•  f'JaK 

A  V 

f  or.  ,  .i.'i 

r 

.  1?::  -.A  * 

,  ■  V  '' 

.  *  ‘  /  ♦ 

?•■*  1  ■  »  •->'  ■  J  -/  .  s  .  •  .‘ 

...1  ‘.r  •>;  V  ■•  •  . 

■'  .)  ■> 

A  1  •*  'V  e»v-.- 

:> 

•r:;:.  ■  ,  {..'  .; 

1  V- 

•  .V- 

Vi*  .  i 

■J  1.’  UV/r 

•.  i'  i'v. .  . ;  ’-' 

• :  ..'jn 

Wj",.  .i  . . 

i-.- '  ■  b*it!a 

'1 »>'■ 

t.;  }  .■% 

'•‘*V»  V.  -  ,  ■,:  \ 

■  '•■j  Ua,  ■ 

'  h  '•  Vi'  i  ij 

t  ■  i;; 

^  V  ^  -  ' 

V>j 


■,  A. 


VIII 

‘  LIBERALISM  AND  INDUSTRY  " 

J.  M.  KEYNES,  C.B. 


.uf' 


m: 


l  -  i 


M 


ypaw^  OKA  M|iJrA»a?!U*‘‘  r;| 


f# 


i:i!r*.*a 


■c.  ^ 

m- 


'  ’  •  ■.•Tv’  %’-,p‘v,-‘ 


f*'V  ''-S^' 

;  .v" 

■■  ,.  ■  ■“* " ' 

'  ,  HBnPlMr'  'Vv.-^-L*:?^ 


•£>=' 


T 


■v.  ■, . 


m 


IK.X, 


‘’-'AV' :•  -‘A-f 

.^''  W  .!9^IBB  >-‘  ■'  ■  '  -  '"A.-*  '>'  m 

_ _ ^ 

'*■  4i ,  'f?  v, ' 

f  J.  s  I,-, 


-k* 


Spi/.J 


•'»  : 


vAi 


^ ' 


rir 


.  *- 

•  ‘ 


fefe’ Ci^' 


■^-  y/ 

I'fiiafev  .  -  - 


VIII 

“  LIBERALISM  AND  INDUSTRY  ” 

An  Address  delivered  by  Mr.  J.  M.  Keynes,  C.B.,  to  the  London 
Liberal  Candidates  Association  at  the  National  Liberal  Club,  White¬ 
hall  Place,  S.W.,  on  January  5th,  1927. 

Chairman  :  The  Rt.  Hon.  T.  J.  Macnamara,  LL.D. 

I  AM  sure  that  the  recent  malaise  in  the  Liberal 
Party  has  been  due  to  something  much  more  im¬ 
portant  than  personalities,  and,  rightly  considered, 
much  more  encouraging.  iLjs  due  to  the  fact  that 
the-  subject-matter  of  Liberalism  is  changing.  The 
destruction  of  private  monopoly,  the  fight  against 
Landlordism  and  Protection,  the  development  of 
personal  and  religious  liberty,  the  evolution  of 
democratic  government  at  home  and  throughout 
the  Empire — on  all  those  issues  the  battle  has  been 
largely  won. 

To-day  and  in  the  years  to  come  the  battle  is 
going  to  be  fought  on  new  issues.  The  problems  of 
to-day  are  different,  and,  in  the  main,  these  new 
problems  are  industrial  or^ Jf^j^ou  like,  economic.^ 
Now,  this  change,  which  will  be‘  a  disturbing  thing 
for  all  the  historic  parties,  is  partly  a  result  of  the 
victory  of  democracy,  and  of  the  new  self-conscious¬ 
ness  and  the  new  organisation  of  the  wage-earning 
classes.  But  it  is  not  entirely  psychological  in  its 
origins.  It  is  due  also,  as  I  believe,  to  the  arrival 
of  a  new'  industrial  revolution,  a  new  economic 
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transition  which  we  have  to  meet  with  new 
expedients  and  new  solutions. 

The  main  political  problem  of  to-day  is  the  safe 
guidance  of  the  country  through  this  transition  and 
towards  the  establishment  of  an  economically 
efficient  and  economically  just  society  in  the  changed 
cpnditions.  There  is  a  dual  aim  before  the  states¬ 
man — a  society  which  is  just  and  a  society  which  is 
efficient ;  and  more  and  more  in  terms  of  our  old 
solutions  we  are  feeling  ourselves  confronted  with 
a  dilemma,  a  seeming  contradiction  very  often 
between  the  policy  which  appears  to  be  just  and  the 
policy  which  seems  to  be  in  the  interests  of  efficiency. 

On  these  issues  between  the  Tories  and  Labour 
there  is  a  sharp  cleavage  on  both  points.  They 
disagree  as  to  what  is  just ;  they  disagree  as  to  what 
is  efficient ;  and  so  they  can  engage  with  conviction 
and  enthusiasm  on  the  business  of  cutting  one 
another’s  throats. 

But  Liberals  are  in  a  more  difficult  position. 
They  are  inclined  to  sympathise  with  Labour  about 
what  is  just,  but  to  suspect  that  in  the  ignorant 
blind  striving  after  justice  Labour  may  destroy  what 
is  at  least  as  important  and  is  a  necessary  condition 
6f  any  social  progress  at  all — namely,  efficiency. 

-  It  is  useless  to  suppose  that  we  can  pursue  ideal 
justice  regardless  of  ways  and  means  in  the  economic 
world.  No  one  can  look  at  the  evolution  of  society 
and  not  admit  to  himself  that  some  measure  of  social 
injustice  has  often  been  the  necessary  condition  of 
social  progress.  If  society  had  always  been  strictly 
just,  I  am  not  at  all  sure  that  we  might  not  still  be 
monkeys  in  a  forest. 
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The  task  of  the  statesman  is  to  see  to  it  that  the 
best  possible  compromise  is  achieved  between  our 
ultimate  aims  and  our  practical  means  of  reaching 
them.  The  great  danger  of  to-day,  as  I  see  it,  is 
lest  the  immense  destructive  force  of  organised 
Labour  should,  in  its  blindness  and  ignorance, 
destroy  the  opportunity  for  the  contrivings  of 
science  and  constructive  industry  before  these  have 
had  time  to  guide  the  transition  along  sound  lines. 
The  Labour  Party  is  organising  an  immense  force 
to  ends  which  may  be  right,  but  by  dubious  paths 
which  may  lead  not  to  construction  but  to  a 
destructive  loss  of  the  opportunities  which  would 
otherwise  exist. 

It  is  the  task  of  Liberals,  as  I  conceive  it,  to  guide 
the  aspirations  of  the  masses  for  social  justice  along 
channels  which  will  not  be  inconsistent  with  social 
efficiency  ;  and  a  party  which  pursues  that  task  with 
sincerity  and  devotion  will  exercise  an  influence  over 
the  future  of  this  country  altogether  disproportionate 
to  its  numerical  strength  or  to  its  Parliamentary 
position. 

The  very  extreme  Conservatives,  led  by  Sir 
Ernest  Benn  and  his  friends — with  whom,  I  am 
afraid,  some  so-called  Liberal  leaders  may  partly 
sympathise — Sir  Ernest  Benn  and  his  friends  would 
like  to  undo  all  the  hardly-won  little  which  we  have 
in  the  way  of  conscious  and  deliberate  control  of 
economic  forces  for  the  public  good,  and  replace  it 
by  a  return  to  chaos.  I  cannot  believe  that  that  can 
be  the  policy  of  the  Liberal  Party  if  its  aspirations 
are  as  I  have  described  them. 

The  more  moderate  Conservatives,  under  Mr. 
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Baldwin,  try  to  temper  the  same  logic  with  mercy 
and  expediency  ;  but  the  result  is  that  they  have  no 
plan,  which  leaves  them  at  the  mercy  of  the  noisy 
anti-Trade  Union,  anti-Communist,  anti-everything 
man  who  has  always  been  the  muscle  and  brawn 
of  their  Party. 

The  Labour  Party  has  got  tied  up  with  all  sorts  of 
encumbering  and  old-fashioned  luggage.  They  re¬ 
spond  to  anti-Communist  rubbish  with  anti-capitalist 
rubbish.  I  do  not  believe  that  class  war  or  nationa¬ 
lisation  is  attractive  or  stimulating  in  the  least  degree 
to  modern  minds.  I  was  talking  to  a  prominent 
Labour  politician  not  long  ago  somewhat  on  these 
lines,  and  I  ventured  to  say  that  perhaps  the  old 
gag  about  the  Conservatives  being  the  stupid  party 
ought  now  to  be  applied  to  Labour.  “  No,”  he  said, 
“  not  the  stupid  party — the  silly  party.” 

The  consequence  of  all  this  is  that,  whether  in 
or  out  of  Office,  the  business  of  orderly  evolution 
seems  likely  to  remain  in  Liberal  hands.  If  we 
cannot  carry  out  our  policies  ourselves,  we  can  at 
least  develop  them  and  hope  with  some  confidence 
that  others  will  steal  them. 

What  are  the  great  changes  of  which  I  have  been 
speaking,  which  have  made  this  alteration  of  pro¬ 
gramme  so  essential  ?  They  are  partly  psychological 
and  they  are  partly  material.  The  industrial  wage¬ 
earning  classes  are  now,  as  a  delayed  result  of  the 
franchise  reforms  of  the  last  two  generations.,  on  the 
road,  to  political  power,  which  means  that  they  are 
able  to  force  to  the  forefront  of  praclical  politics, 
the  industrial  problenisi;JWhi^L~espedaIly  concern 
them  individually,  just  as  each  previous  class  which 
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has  attained  political  power  in  this  country  has- 

made  its  own  problems  the  dominant  problems  of 
the  age. 

It  is  not  only  that.  It  is  also  that  the  optimistic 

eitgeist  of  the  nineteenth  century  has  given  way 
to  a  pessimistic  Zeitgeist.  The  spirit  of  the  age  is 
not  optimhtic  as  it  used  to  be.  We  are  disap¬ 
pointed  with  the  results  of  our  existing  methods 
of  carrying  on.  We  used  to  think  that  private 
ambition  and  compound  interest  would  between 
them  carry  us  to  paradise.  Our  material  conditions 
seemed  to  be  steadily  on  the  up-grade.  Now  we 
are  fully  content  if  we  can  prevent  them  from 
deteriorating  ;  which  means  that  the  working  classes 
no  longer  have  sufficient  hopes  in  the  general  trend 
of  things  to  divert  their  attention  from  other 
grievances.  We  no  longer  have  sufficient  confidence 
in  the  future  to  be  satisfied  with  the  present. 

But  it  is  not  only  psychological  changes  which 
are  responsible  ;  there  are  also  great  changes  in  the 
world  of  things  associated  with  these  changes  in  the> 
world  of  feelings  and  of  desires.  The -old  picture, 
the  old -Schematism  as  to  the  actual  nature  of  the 
economic  world  we  live  in  is  hopelessly  out  of  date  ; 
the  picture  of  numerous  small  capitalists,  each 
staking  his  fortune  on  his  judgment,  and  the  most 
judicious  surviving,  bears  increasingly  little  relation 
to  the  facts.  I  have  been  spending  some  time 
lately  in  conference  with  the  spinning  industry  of 
Lancashire.  They  are  living  industrially  in  the  old 
world  ;  and  they  are  suffering  intolerable  pains  from 
their  failure  to  adapt  themselves  to  the  conditions  of 
the  new  economic  world.  Businesses  are  increas- 
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ingly  owned  by  the  public,  who  know  nothing  about 
the  details  or  the  true  financial  position  of  the 
concern,  and  they  are  run  in  their  daily  manage¬ 
ment  by  salaried  persons  who,  perhaps,  are  risking 
little  or  nothing  of  their  own  fortunes.  There  has 
been  a  series  of  three  articles  in  the  Economist 
in  recent  weeks,  analysing  the  distribution  of  the 
share-holding  of  the  great  Combines  amongst  share¬ 
holders.  It  is  a  remarkable  result  that  it  is  in¬ 
numerable  small  holdings,  averaging  £300  to  £400 
each,  which  make  up  the  great  Combines  of  to-day — 
concerns  which  one  thinks  of  as  representing  the 
wealth  of  finanical  magnates  rather  than  of  small 
investors.  But  these  small  investors  who  own  these 
businesses  have  no  power  whatever  of  controlling 
them  and  no  knowledge  whatever  of  their  real 
position.  How  remote  that  is  from  the  old  picture 
of  owners  staking  their  fortunes  on  their  judgment, 
and  the  most  judicious  surviving. 

Moreover,  the  day  of  the  small  unit  is.over,  partly, 
fox.  technical  reasons,  even  more  for  marketing 
reasons.  To  get  the  market  is  half  the  task  of  tha 
modern  business-man,  and  modern  methods  of 
capturing  markets  are  hopelessly  inapplicable  on  thel 
small  scale  of  the  old  competitive  industry.  In’ 
fact,  under  modern  conditions  the  wastes  and 
expenses  of  cut-throat  competition  and  the  beggar- 
my-neighbour  business,  which  we  used  to  applaud  so 
whole-heartedly,  are  so  devastating  that  every  go- 
ahead  and  prosperous  industry  spends  half  its  time 
trying  to  get  rid  of  them  ;  and  those  industries  which 
still  persist  in  small  units  and  free  competition — 
like  coal  and  cotton,  to  take  two  prominent  examples 


2II 


Liberalism  and  Industry 

fra  another  important  feature  in  this 

to  contTnmir®®'  adapted 

Z  scaZof  ?  You  can  iLrease 

by  individuals.  If  there  comes  a  need  to  shift  from 
one  industry  to  another,  to  curtail  particular  in- 

decrements,  just  as  they  have  been 

mpth^H^  ^1  increments,  no  corresponding 
ethodis  avaikble  to  isolated,  unorganised,  individual 
ettort.  Combination  in  the  business  world,  just  as 
much  as  in  the  labour  world,  is  the  order  of  the 
day  ;  it  would  be  useless  as  well  as  foolish  to  trv 
o  combat  it.  Our  task  is  to  take  advantage  of  it 
to  regulate  it,  to  turn  it  into  the  right  channels. 

I  was  told  to-day  by  a  friend  who  lately  visited 
an  asylum  that  he  had  commented  to  the  authorities 
on  the  small  number  of  warders  that  seemed  with 
safety  able  to  take  charge  of  such  a  large  number  of 

n  a  n  croT-rino  Inri.-. a  tT _  •_  ii  i  . 


dangerous  lunatics.  “  How  is  it,”  he  said,  “  that  it 


is  safe  for  you  to  run  this  concern  with  such  a  small 
staff  ?  ”  ”  Oh,”  came  the  answer,  ”  lunatics  never 

combine.  I  wish  I  had  heard  that  story  soon 
enough  to  repeat  it  in  Manchester  yesterday. 

What  is  the  remedy  for  the  serious  evils  which 
we  are  suffering  consequent  upon  our  failure  so  far 
to  adapt  ourselves  to  the  economic  transition  in 
which  we  are  living  ?  Certainly  not  backward  to 
chaos.  Certainly  onwards  towards  order,  towards 
society  taking  intelhgent  control  of  its  own  affairs. 
But  equally  it  is  not  to  class  war,  it  is  not  to  spolia- 
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tion,  it  is  not  to  the  highly  centralised  system  of 
State  Socialism.  Wfi-nesd  the  maximum  degree  of 
decentralisation  which  is  compatible  with  large  units 
and  regulated  competition. 

I  could  give  you  a  long  list  of  the  sort  of  direc¬ 
tions  in  the  economic  and  industrial  sphere  where 
we  have  got  to  be  prepared  to  take  a  line  which  in 
the  old  days  would  have  been  thought  unorthodox. 
First  of  all,  and  this  is  perhaps  the  least  controver¬ 
sial,  it  must  be  the  avowed  and  deliberate  business 
of  the  Government  to  make  itself  responsible  for  the 
wholesale  collection  and  dissemination  of  industrial 
knowledge.  The  first  condition  of  successful  con¬ 
trol  and  of  useful  interference  of  whatever  kind 
from  above  is  that  it  must  be  done  with  knowledge 
■ — which  it  has  never  been  hitherto.  An  imrnense 
amount  of  economic  and  industrial  knowledge  is  to 
be  had  for  the  gathering  by  a  body  with  the  authority 
and  with  the  resources  of  Government.  Of  all 
modern  industrial  countries  we  are  now  the  most 
backward  in  that  respect.  The  industries  them¬ 
selves  do  not  know  what  they  should  know  about 
their  own  affairs.  Each  individual  spends  his  time 
concealing  from  his  friends  the  facts  about  himself 
which  it  would  be  useful  for  them  to  know,  just  as 
it  would  be  useful  for  him  to  know  the  corresponding 
facts  about  them.  It  is  pure  waste  and  inefficiency 
to  try  to  do  without  the  pooling  of  knowledge. 
There  is  no  country  in  the  world  in  which  the  secre¬ 
tiveness  of  business-men  and  their  unwillingness  to 
pool  their  knowledge  is  a  greater  factor  of  ineffi¬ 
ciency  than  it  is  in  this  country.  The  Government, 
in  my  opinion,  should  make  it  a  deliberate  act  of 
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policy  to  break  down  that  secretiveness,  that  failure 
to  secure  the  collection  of  knowledge  which  is  im¬ 
portant  and  relevant  to  industrial  society  as  a  whole. 

l^ut  It  must  not  only  collect  and  distribute  facts 
w  ich  will  be  useful  to  the  business  world  itself. 
Ihe  Government  of  the  future  ought  to  regard  it 
as  one  of  the  prime  tasks  of  statesmanship  to  be 
prepared  beforehand  with  facts  and  policies  for 
industrial  mishaps  and  maladjustments  before  they 
occur,  to  see  them  coming  along  and  to  be  provided 
with  some  sort  of  manner  of  handling  them  before 
it  is  too  late.  Just  as  it  has  been  formerly  supposed 
to  be  the  business  of  the  Government  to  have  fore¬ 
sight  where  diplomacy  and  war  are  concerned,  and 
not  to  wait  until  the  last  moment  before  taking  any 
steps,  so  in  the  industrial  world  it  ought  to  be  the 
business  of  the  Government  to  be  forewarned  and 
forearmed  against  every  industrial  misfortune  which 
might  befall  the  country. 

We  have  had  two  signal  examples  lately,  the 
treatment  of  currency  policy  and  of  the  coal  ques¬ 
tion,  in  which  the  Government  was  taken  by  surprise 
and  had  to  begin  too  late  to  collect  the  knowledge 
which,  if  they  had  had  it  earlier,  might  have  materi¬ 
ally  altered  their  initial  policy. 

I  have  said  that  this  is  the  least  controversial  of 
the  directions  in  which  progress  seems  to  me  to  be 
now  required.  My  next  point  follows  on  what  I  was 
saying  a  few  minutes  ago  about  the  new  distribution 
of  the  ownership  of  big  business.  Governments 
must  consider  it  their  business  to  take  some  responsi¬ 
bility  for  seeing  that  the  vast  body  of  private  in¬ 
vestors  are  able  to  invest  their  savings  with  a  reason- 


214  Liberal  Points  of  View 

able  degree  of  knowledge  and  security  and  in  the 
directions  most  conducive  to  national  prosperity. 
They  might  also  find  some  way  of  restoring  a  greater 
association  of  financial  interest  with  activity  in 
the  industry  and  responsibility  for  its  daily  manage¬ 
ment.  This  is  peculiarly  a  case  in  which  we  are 
living  between  two  worlds.  In  fact,  big  business  is 
coming  to  be  owned  by  the  man-in-the-street,  but 
we  run  our  affairs  on  the  assumption  that  the  owner 
is  the  man  who  is  directing  it,  who  is  consciously  and 
knowingly  taking  the  risks,  and  so  forth.  If  that  is 
carried  much  further  it  is  bound  to  end  in  all  sorts 
of  disasters  and  misfortunes,  and,  in  my  opinion, 
it  is  time  that,  in  such  matters  as  the  reform  of 
company  law,  publicity  of  accounts,  and  so  forth, 
the  Government  shall  feel  a  responsibility  to  adjust 
things  to  the  new  state  of  affairs  which  has  arisen. 

It  must  also  be  prepared  to  experiment  with  all 
kinds  of  new  sorts  of  partnership  between  the  State 
and  private  enterprise.  The  solution  lies  neither 
with  nationalisation  nor  with  unregulated  private 
competition  ;  it  lies  in  a  great  variety  of  experi¬ 
ments,  of  attempts  to  get  the  best  of  both  worlds. 

In  England  there  have  been  made  already  with¬ 
out  due  recognition  a  good  many  experiments  in 
that  direction.  We  want  to  carry  forward  that 
natural  evolution  more  deliberately,  knowing  what 
we  are  doing,  and  doing  it  on  purpose.  The  Govern¬ 
ment  must  recognise  the  trend  of  soundly  run  busi¬ 
ness  towards  Trusts  and  Combines.  It  must  be 
prepared  to  recognise  their  existence  as  beneficent 
institutions  in  right  conditions  ;  and  it  must  adopt 
an  attitude  towards  them  at  the  same  time  of  en- 
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couragement  and  regulation.  In  some  quarters 
there  is  supposed  to  have  been  a  traditional  Liberal 
Party  attitude  towards  Trusts,  to  harry  them  out  of 
existence  if  possible — their  existence  was  to  be  made 
difficult.  I  believe  that  policy  (if  it  ever  was  the 
policy  of  the  Liberal  Party)  is  a  wrong  policy  in 
modern  conditions.  It  should  be  not  discourage¬ 
ment,  but  encouragement  for  them  to  live  and  exist 
in  right  conditions  conducive  to  the  general  welfare. 
So  far  from  there  being  any  natural  incompatibility 
between  the  two,  I  believe  that  these  great  concerns 
run  by  salaried  persons  with  a  sufficient  degree  of 
decentralisation  may,  if  they  are  handled  by  poli¬ 
ticians  and  statesmen  in  the  right  manner,  become 
a  pattern  and  model  of  the  way  in  which  the  world 
of  the  future  will  get  the  best  both  of  large  units 
and  of  the  advantages  that  might  be  expected  from 
nationalisation,  whilst  maintaining  the  advantages 
of  private  enterprise  and  decentralised  control. 

I  must  not  linger  for  any  length  of  time  on  any 
one  of  the  several  points  which  I  lay  before  you, 
because  I  am  attempting  an  outline,  not  a  complete 
exposition,  of  far  too  big  a  subject.  It  is  not  only 
in  the  direction  of  the  regulation  of  capital  that  the 
State  must  be  prepared  for  new  functions.  It  must 
be  prepared  to  regard  the  regulation  of  the  wages 
of  great  industrial  groups  as  being  not  merely  of 
private  concern,  and  it  must  quite  deliberately  in 
its  wages  and  hours  policy  treat  the  gradual  better¬ 
ment  of  the  economic  welfare  of  the  workers  as  the 
first  charge  on  the  national  wealth,  and  not  leave 
it  to  the  accident  of  private  organisations  and  of 
private  bargaining.  But  in  this  age  of  transition 
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it  is  not  only  wages  and  hours  which  are  going  to 
determine  the  health  and  prosperity  of  the  labour¬ 
ing  classes.  The  problem  of  the  education  and  the 
mobility  of  labour  is  going  to  be  at  least  as  im¬ 
portant.  The  haphazard  methods  of  the  past  by 
which  different  groups  of  industry  have  been  re¬ 
cruited  is,  perhaps,  one  of  the  major  causes  of  the 
present  scale  of  unemployment.  It  is  not  so  much 
that  there  is  no  work  to  be  done,  but  that  men  drop 
into  occupations  with  no  knowledge,  by  mere  acci¬ 
dent  of  circumstance  and  parentage  and  locality, 
often  finding  themselves  in  the  wrong  market, 
trained  for  something  for  which  there  is  no  demand, 
or  not  trained  at  all.  There  is  no  remedy  for  that 
by  unregulated  private  action.  It  must  be  the 
concern  of  the  State  to  know  and  have  a  policy 
as  to  where  labour  is  required,  what  sort  of 
training  is  wanted;  and  then  when  there  are  mal¬ 
adjustments,  as  there  are  in  the  coal  industry,  to 
work  out  plans  for  the  transfer  of  labour  from 
localities  and  trades  where  there  is  no  demand  to 
other  localities  and  other  trades  which  are  expand¬ 
ing  and  not  declining.  That  is  one  example  of  the 
general  policy  which  Government  has  to  be  prepared 
for — namely,  the  deliberate  regulation  from  the 
centre  in  all  kinds  of  spheres  of  action  where  the 
individual  is  absolutely  powerless  left  to  himself. 
Leave  individuals  to  go  on  doing  what  they  are 
doing  more  or  less  satisfactorily,  even  though 
individual  action  is  not  perfect — where  it  exists  and 
is  functioning,  leave  it  alone— but  do  from  the 
centre  those  things  which,  if  they  are  not  done 
from  the  centre,  will  not  be  done  at  all.  I  have 
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given  several  examples  of  that,  and  as  the  machinery 
gets  built  up  and  the  policy  is  developed,  not  a  year 
will  pass  without  an  important  addition  to  the 
spheres  where  it  may  be  usefully  employed  without 
any  detriment  to  the  advantages  of  our  existing 
form  of  society. 

The  conditions  for  me  and  for  many  others  of 
sustaining  any  live  interest  in  party  politics  are, 
hist  of  all,  that  my  party  should  see  the  broad  out¬ 
lines  of  this  new  industrial  problem,  that  it  should 
be  prepared  to  adopt  an  active  policy  towards  it, 
and  be  ready  to  evolve  new  methods  and  a  new 
attitude  on  the  part  of  the  State,  and  particularly 
that  it  should  be  ready  to  co-operate  with  Labour 
whenever  Labour  is  inclined  to  help  with  our  active 
policy — a  by  no  means  impossible  contingency 
unless  we  are  going  to  have  a  Tory  Government 
for  ever. 

It  is  a  vast  programme  that  I  have  briefly  out¬ 
lined — one  of  great  practical  and  technical  difficulty, 
but  it  is  what  really  matters  in  the  political  world 
to-day.  It  is  the  task  lying  to  the  hand  of  the  new 
Liberalism.  An  attempt  is  now  being  made  to  work 
out  some  first  outlines  of  such  a  policy  by  the 
Liberal  Industrial  Committee,  initiated  by  the  Liberal 
Summer  School  and  encouraged  and  supported  by 
Mr.  Lloyd  George.  It  is  far  too  soon  to  foreshadow 
an  unwritten  report ;  but  perhaps  I  have  indicated 
some  of  the  lines,  not  exactly  on  which  we  are  going 
to  report,  but  along  which  some  of  us  are  tackling  the 
problem,  the  type  of  action  which  is  passing  through 
our  minds  and  is  receiving  an  impartial  considera¬ 
tion. 
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Perhaps  I  ought  to  stop  there,  but  I  should  like 
in  all  sincerity  to  add  another  word.  Many  of  those 
who,  without  disrespect,  I  may  call  the  old  Liberals, 
are  blind  to  this  new  problem,  are  suspicious  of  and 
hostile  to  any  policy  directed  towards  solving  it, 
and  they  are  not  ready  to  co-operate  with  Labour 
on  any  likely  terms.  If  that  is  true  (I  may  be  doing 
individuals  an  injustice)  it  means  that  on  the 
economic  issue  they  are  Conservatives.  This  is 
compatible  with  remaining  good  Liberals  on  the 
old  issues — Free  Traders,  supporters  of  self-govern¬ 
ment  in  democracy,  moderation  in  armaments,  the 
liberty  of  the  subject,  and  so  on — all  the  great  good 
old  causes — it  means  that  they  remain  good  Liberals 
in  respect  of  the  things  which  mattered  most  twenty- 
five  years  ago,  but  that  they  are  Conservatives  in 
respect  of  the  new  problems  which  are  now  in  the 
centre  of  the  picture. 

A  Party  cannot  live  by  its  past,  however  dis¬ 
tinguished.  If  this  Wing  had  captured  the  Party 
it  would  have  died  of  inanition  within  five  years, 
for  it  would  not  have  differed  on  anything  which 
was  of  first  political  importance  at  the  moment 
from  the  more  moderate  Conservatives.  Apart 
from  Free  Trade,  Mr.  Baldwin  is  probably  as  good 
a  Liberal  as  many  of  them.  He  is  a  Conservative 
because,  like  them,  he  has  not  a  vestige  of  a  plan 
or  an  idea  for  the  new  problems  of  to-day. 

In  my  judgment,  that  is  no  sufficient  purpose 
for  a  Liberal  Party,  no  reason  why  it  should  con¬ 
tinue  to  exist,  except  to  contribute,  firstly,  to 
international  peace  in  all  its  aspects,  and,  secondly, 
to  the  gradual  evolution  of  a  reformed  economic 
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society  which  shall  be  acceptable,  just,  and  efficient 
in  the  changed  conditions  of  the  age.  The  test  of 
a  man’s  Liberalism  to-day  must  not  be  his  attitude 
towards  the  questions  which  were  important  a 
generation  ago,  but  to  those  which  are  most  im¬ 
portant  to  the  generation  coming. 
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EUROPE  ” 


An  Address  delivered  by  Mr.  W.  T.  Layton,  C.H.,  to  the  London 
Liberal  Candidates  Association  at  the  National  Liberal  Club.  White¬ 
hall  Place,  S.W.,  on  February  2nd,  1927. 

Chairman  :  The  Rt.  Hon.  Earl  Beauchamp,  K.G. 

I  AM  not  going  to  make  a  political  speech, 
although,  of  course,  the  subject  I  am  going  to  talk 
about  has  a  very  close  relation  to  politics  in  this 
country,  and  indeed  in  every  other  country  as  well ; 
but  in  what  I  have  to  say  I  wish  to  confine  myself 
as  much  as  possible  to  an  exposition  of  the  problem, 
and  to  the  endeavour  to  arouse  an  interest  in  what 
I  conceive  to  be  one  of  the  most  important  questions 
of  the  present  day. 

Before  the  War  we  had  a  great  Free  Trade  versus 
Protection  fight,  and  I  have  no  doubt  that  we  said 
in  many  speeches  that  the  world  was  becoming  more 
and  more  Protectionist,  or  that  we  conceived  the 
world  as  becoming  more  and  more  Protectionist. 
As  a  matter  of  fact,  that  is  not  really  a  fair 
picture  of  what  is  happening.  It  is  perfectly  true 
there  were  many  tariff  movements  in  various 
directions  before  the  War,  but  there  is  no  question 
at  all  that,  if  you  take  the  last  forty  or  fifty  years 
before  the  War,  the  tendency  of  the  world  was,  as 
it  is  at  present,  to  get  smaUer,  and  for  trade  inter- 
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course  between  the  nations  to  expand.  In  spite  of 
tariffs,  the  interchange  of  commodities  between  the 
countries  of  the  world  unquestionably  increased  even 
more  than  production.  An  attempt  has  been  made 
to  estimate  the  volume  of  the  world’s  trade,  and 
roughly  it  amounts  to  this  ;  that  in  the  forty  years 
that  preceded  the  outbreak  of  war  the  volume  of 
international  interchange  of  commodities  increased 
at  least  threefold — and  that  increase,  as  I  say,  took 
place  in  spite  of  tariffs.  But  we  must  remember 
that  tariffs  before  the  War,  at  all  events  for  a  decade 
and  a  half  before  the  War,  were  tending  to  become 
possibly  a  little  less  obstructive  in  their  effects 
there  was  a  rising  curve  of  prices,  and  if  when  prices 
are  rising  you  keep  a  duty  at  the  same  rate,  it  tends 
to  become  less  protective  in  its  effect.  Secondly, 
the  protective  system  was  to  some  extent  being  miti¬ 
gated  by  a  series  of  commercial  treaties.  But 
whatever  the  cause,  the  fact  is  that  the  world  was 
becoming  more  and  more  interdependent  and  was 
exchanging  more  and  more  commodities. 

Then  the  War  came,  and  it  created  an  entirely 
different  condition  of  things.  The  War  had  the 
effect  of  making  many  countries  of  the  world,  and 
indeed  most  countries  of  the  world,  isolated  eco¬ 
nomically.  It  produced  the  extremest  possible  form 
of  economic  isolation.  There  was  the  blockade  of 
certain  countries  of  Central  Europe.  Other  coun¬ 
tries,  like  ours,  which  were  not  blockaded,  were 
more  or  less  in  the  position  that  they  could  not 
spare  either  the  labour  or  the  capital  to  make 
the  goods  for  foreign  trade  and  to  a  greater  or  less 
degree  went  out  of  foreign  trade  for  the  time  being. 
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The  result  of  that  was  that  the  distant  countries  of 
the  world  found  it  necessary  to  attempt  to  make 
themselves  self-supporting,  and  to  set  up  new 
industries  for  themselves.  The  effect  of  the  War,  to 
a  greater  or  less  extent,  was  to  reverse  the  tendency 
of  the  last  fifty  years  and  to  tend  to  produce 
economic  isolation.  After  the  War  this  new  retro¬ 
grade  tendency  continued  for  some  time,  because 
those  countries  which  had  been  isolated  naturally 
did  not  want  the  new  industries  and  their  activities 
which  they  had  brought  into  being  during  these 
five  years  or  more  of  isolation  to  be  suddenly 
crushed.  The  protective  effect  of  the  War  having 
been  removed,  nations  almost  all  over  the  world, 
from  Australia  and  America  to  Europe,  tried  to 
continue  artificially  the  Protection  which  had  been 
created  automatically  during  the  War,  and  the 
course  of  subsequent  history  in  the  last  five  years 
has  been  the  slow  mitigation  of  this  extreme  Pro¬ 
tection,  which,  of  course,  was  most  marked  in 
Europe. 

But  that  mitigation  has  not  been  nearly  fast 
enough  or  far  enough.  Conference  after  conference 
declared  that  we  ought  to  moderate  tariffs  and 
resume  the  condition  of  freer  international  exchange 
of  commodities.  The  Brussels  Conference  of  1920 
passed  a  resolution  that  the  countries  should  revert 
to  at  least  that  degree  of  unrestricted  exchange 
which  existed  before  the  War.  The  Genoa  Conference 
declared  that  nations  should  interrupt  as  little  as 
possible  the  pre-war  channels  of  trade  and  should 
endeavour  to  make  trade  revert  to  those  channels, 
and  many  other  conferences  have  been  held  with 
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the  object  of  helping  things  to  move  in  that 
direction.  As  I  say,  there  has  been  a  gradual 
mitigation  of  this  extreme  isolation.  The  first  form 
which  this  tendency  to  isolation  took  was  by  means 
of  prohibitions — absolute  prohibitions.  Immediately 
after  the  war  the  countries  simply  closed  their 
frontiers  ;  they  closed  them  to  railway  intercourse, 
to  foreign  exchange,  and  to  the  movement  back¬ 
wards  and  forwards  of  commercial  travellers  and  so 
forth  ;  but  above  all  they  closed  them,  of  course,  to 
the  movement  of  goods.  Those  prohibitions  have 
nearly  all,  after  international  discussion,  been 
removed. 

But  the  next  stage  of  Protection  (only  a  little  less 
extreme  than  absolute  prohibition)  was  the  licensing 
system.  In  central  Europe  in  particular  there  was 
for  several  years  a  system  of  licences  which  per¬ 
mitted  only  a  certain  quantity  of  goods  to  come  into 
or  go  out  of  a  country ;  and  we  should  not  forget 
that  Great  Britain  participated  in  this  system  in 
the  early  years  just  as  much  as  any  other  country. 
But  at  the  end  of  eight  years  in  the  main  you  mxay 
say  that  all  these  extreme  abnormal  forms  of 
obstacles  to  economic  intercourse  have  gone,  and 
there  remains  as  the  effective  barrier  the  series  of 
tariffs  which  exists  in  Europe  to-day. 

I  want  very  briefly  to  give  you  some  idea  of 
what  these  tariffs  are.  The  first  point  is  that  there 
are  far  more  of  them  than  there  used  to  be.  There 
are  a  number  of  new  States.  Where  before  the  War 
you  had  great  territories  over  which  there  was  com¬ 
plete  freedom  of  movement,  you  have  to-day  the 
same  territories  broken  up — divided  by  a  number  of 
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tariff  barriers.  Speaking  of  what  the  French  call 
the  morcellement  of  Europe,  Mr.  Houston,  one  of  the 
American  experts  on  the  Preparatory  Committee  for 
the  Economic  Conference,  contrasting  Europe  with 
America,  says  :  “  On  the  other  hand,  we  find  Europe 
with  at  least  twenty-six  different  States,  each  with 
its  own  national  arrangements,  with  its  own  Customs, 
and  in  many  cases  with  other  conditions  or  practices 
which  militate  against  the  free  movement  of  persons 
and  things.  Fourteen  of  the  continental  European 
states  have  an  average  area  less  than  that  of  South 
Carolina  (30,000  square  miles)  and  with  an  average 
population  less  than  that  of  Ohio  (about  six  millions) . 
If  the  section  of  this  country  (i.e.  America)  east  of 
the  Mississippi  River  were  divided  into  fourteen 
states,  each  presenting  barriers  similar  to  those 
found  on  the  continent  of  Europe,  we  would  not 
know  how  to  transact  business,  or  at  least  we  should 
transact  it  with  great  difficulty.” 

You  might  find  for  yourselves  many  illustrations 
of  these  difaculties,  if,  as  I  dare  say  some  of  you 
may  have  done,  you  take  a  journey  through  Central 
Europe.  Perhaps  the  most  notable  example  is  to 
be  found  when  you  try  to  go  down  the  Danube. 
The  American  head  of  the  Danube  Commission  has 
given  a  descriptive  account  of  what  happened  on  his 
journey  down  the  Danube.  He  describes  how, 
instead  of  the  boat  running  free  for  very  nearly  the 
whole  length  of  the  Danube,  it  was  frequently 
stopped.  Relays  of  Customs  officers  came  on  board, 
and  there  was  a  long  delay  while  they  sealed  the 
packages  or  examined  them.  Officials  had  to  be 
taken  on  board  while  the  ship  passed  through  this. 
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that  or  the  other  territory,  and  the  result  was  great 
delay.  He  deals  with  the  expense  of  travelling  down 
the  Danube  to-day  and  the  cost  of  all  this  additional 
machinery,  and  thus  shows  what  a  great  additional 
burden  has  been  put  by  tariffs  on  the  exchange  of 
commodities. 

Thus  there  are  more  tariffs.  But  a  number  of  the 
old  ones  have  also  been  shifted  from  one  place  to 
another,  Luxemburg  used  to  belong  to  the  German 
Empire :  it  now  belongs  to  Belgium — or  rather,  I 
should  have  said,  it  is  within  the  Belgian  Customs 
Union — and  it  has  taken  years  of  wrangling  to 
enable  the  manufacturers  of  Luxemburg  and  Belgium 
in,  for  instance,  the  case  of  steel,  to  arrive  at  any 
understanding  as  to  their  respective  production 
quotas,  and  there  have  been  price  and  production 
difficulties  in  marrying  together  these  two  pieces  of 
productive  territory  under  entirely  fresh  conditions. 
Then,  of  course,  you  have  the  notorious  fact  on  the 
other  side,  that  Germany  has  lost  its  ore  resources 
and  has  endeavoured  to  reconstruct  its  steel  industry 
on  a  fresh  basis. 

One  could  go  all  round  Europe  constantly  finding 
similar  stories.  Y ou  find  the  Polish  frontier  changed. 
In  a  number  of  cases  you  have  economic  difficulties 
simply  by  reason  of  the  fact  that  the  Customs  barrier 
has  been  shifted  from  one  spot  to  another.  Then 
again  the  new  tariffs,  instead  of  being  more  or  less 
fixed,  are  unstable  ;  they  keep  chopping  and  chang¬ 
ing  about.  Some  of  the  Central  European  countries 
are  particularly  open  to  criticism  in  that  respect. 
When  I  was  in  Austria  I  was  given  certain  figures 
about  the  Polish  tariff  and  then  while  my  colleague 
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and  I  were  sitting  down  endeavouring  to  present  a 
report  on  Austria,  suddenly  without  a  moment’s 
notice  an  entirely  new  tariff  came  into  operation  and 
our  figures  were  all  wrong.  The  unfortunate  mer¬ 
chants  whose  goods  were  already  in  transit  some¬ 
where  on  the  road  found  that  duties  had  been 
doubled  against  them  and  the  deal  ceased  to  be 
profitable.  That  is  one  instance  of  many.  The 
number  of  changes  that  have  been  taking  place  in 
these  tariffs  is  staggering.  They  are  extraordinarily 
complex,  and  it  is  very  hard  for  a  trader  to  know 
what  he  actually  has  to  pay.  I  have  some  figures 
here  taken  from  the  documents  prepared  for  the 
Economic  Conference,  which  are  as  follows.  The 
German  tariff  in  1888  had  490  separate  duties  ; 
to-day  it  has  3,200  ;  the  tariff  of  Belgium  in  1888 
had  398  ;  to-day  it  has  3,098  :  Italy  in  1888  had 
736  ;  to-day  it  has  3,572.  But  Haiti  easily  heads 
the  fist — that  is  the  difficulty  with  these  small 
countries — she  has  13,800  items.  It  is  extra¬ 
ordinarily  hard  to  deal  with  a  position  of  that  kind. 
Very  often  tariff  changes  are  not  even  published, 
and  traders  do  not  know  in  the  least  what  they 
have  to  pay.  It  sometimes  is  not  even  possible  to 
find  out,  and  they  do  not  know  what  duty 
they  have  to  pay  until  the  duty  is  actually 
charged.  The  canon  of  taxation  that  taxes  should 
be  certain  and  not  arbitrary  has  in  fact  been  quite 
abandoned. 

Then  there  is  another  difficulty  about  these 
tariffs.  I  have  said  that  they  are  unstable  and 
that  they  keep  changing  about.  They  do  that 
very  largely  because  they  have  been  put  on,  not 
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for  purely  economic  reasons,  but  in  order  to  fight 
somebody  else’s  tariff.  They  are  what  they  call 
the  tarifs  de  combat.  When  they  are  put  through 
Parliament,  the  very  high  duties  are  justified  and 
defended  as  being  necessary  for  retaliation  or  bar¬ 
gaining.  Ever  so  many  attempts  have  been  made 
in  the  last  few  years  to  negotiate  commercial  treaties  ; 
they  have  mostly  failed,  for  a  great  variety  of  reasons 
which  I  cannot  go  into  in  much  detail  now.  But 
the  case  of  Austria  again  is  a  very  typical  one.  In 
the  middle  of  1925  Poland  put  on  a  very  high  tariff 
and  said,  like  everybody  else,  and  like  Hungary 
has  said  :  "  These  are  negotiating  tariffs,"  but  when 
Austria  said  :  “  Please  negotiate  ;  we  are  ready  "  ; 
Poland  said  :  “  Oh  no,  not  till  Germany  has  made  a 
treaty  with  us."  The  result  is  in  practice  that 
the  network  of  treaties  is  very  small  now  compared 
with  what  it  was  before  the  War.  At  a  recent  dis¬ 
cussion  at  Geneva  the  Swiss  brought  up  this  point. 
Before  the  War  tariffs  were  put  on  for  precisely 
the  same  reason,  but  a  reasonable  time  was  given 
before  they  came  into  operation  ;  in  other  words, 
you  negotiated  first  and  you  had  your  tariff  in  the 
background  in  case  your  negotiations  did  not  succeed. 
The  universal  practice  in  Europe  to-day,  except  in 
the  case  of  Switzerland,  is  that  every  country  puts 
on  its  tarif  de  combat  first,  meaning  to  negotiate 
afterwards.  Then  it  does  not  negotiate,  and  the 
result  is  that  behind  these  excessive  tariffs  there 
grow  up  "  mushroom  "  or  "  hot-house  "  industries, 
and  the  tariff  has  to  stay  as  a  protective  measure. 
There  are  more  tariffs.  They  are  in  new  and 
awkward  positions  geographically,  they  are  unstable 
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and  uncertain,  and  they  are  too  high.  One  of  the 
most  interesting  things  that  is  to  be  done  in  con¬ 
nection  with  the  forthcoming  economic  conference 
of  the  League  of  Nations  is  the  presentation  of  a 
complete  picture  of  the  tariff  situation  of  Europe 
and,  to  some  extent,  of  the  whole  world.  The 
first  statement  about  these  tariffs  is  in  draft,  and  was 
circulated  to  the  experts  of  the  Preparatory  Com¬ 
mittee.  Everybody  was  highly  pleased  with  it — 
with  one  reservation.  Everybody  said  :  "  This  is 
admirable  ;  it  puts  all  the  tariffs  in  their  right  places 
except  my  tariff.”  But  the  Secretariat  of  the 
League  has  been  instructed  to  complete  and  present 
its  picture  because  everybody  is  more  pleased  with 
the  hope  of  seeing  the  tariffs  of  other  countries 
revealed  as  unduly  high  than  concerned  about  the 
figure  of  its  own. 

It  is,  however,  an  important  new  fact  that  we  are 
going  to  be  presented  with  an  authentic  picture  of 
the  tariff  situation,  which  will  show  the  extreme 
heights  to  which  tariffs  have  risen,  particularly  in 
the  centre  of  Europe.  It  is  not  true  that  all  tariffs 
are  higher  than  they  were  before  the  War  ;  it  is  not 
true  of  France,  for  example.  It  is  doubtful  whether 
Italy  s  tariffs  are  higher  or  not.  The  German  tariff  was 
lower  until  its  last  upward  movement,  though  now 
it  is  slightly  higher.  But  the  moment  you  get  into 
the  interior  of  Europe,  the  tariffs  are  unquestionably 
much  higher  than  the  prevailing  tariffs  were  before 
the  War.  When  you  get  out  into  the  more  distant 
parts  of  the  world,  of  course,  you  also  find  the  same 
tendency.  The  Balfour  Committee  found  that  the 
Empire  tariffs  as  against  British  goods  were  higher 
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except  in  Canada  and  New  Zealand,  but  the  rates  in 
all  the  other  Dominions  are  higher  in  relation  to 
British  goods,  and,  of  course,  the  American  tariff 
is  back  on  a  level  of  high  protection.  It  is  not  higher 
than  it  has  been  at  times,  but  it  is  a  good  deal 
higher  than  the  tariff  that  was  brought  into  force 
in  igi2. 

I  propose  to  pass  rather  quickly  on  to  some  of 
the  economic  conditions  obtaining  in  Europe.  I 
cannot,  of  course,  attempt  to  give  a  sketch  of  the 
economic  situation  of  Europe.  That  would  be  too 
big  a  task  for  the  short  time  which  I  have  at  my 
disposal.  But  quoting  again  from  a  document  that 
has  been  produced  for  the  Economic  Conference, 
which  attempts  to  picture  the  level  of  world  pro¬ 
tection  and  world  trade,  I  should  like  to  emphasise 
the  fact  which  will  be  the  starting  point  of  the 
Economic  Conference ;  namely,  that  the  level  of 
production  in  Europe  is  unduly  low.  It  is  very  low 
compared  with  the  pre-war  level,  and  it  is  very  much 
lower  than  the  level  of  production  in  America,  in 
the  Ear  East,  in  South  America,  in  Australasia,  and 
in  Africa.  The  investigation,  however,  reveals  not 
merely  that  the  level  of  production  is  low,  but  that 
the  level  of  trade  is  even  lower  ;  that  is  one  of  the 
most  significant  facts  that  emerges  from  this  attempt 
by  the  League  of  Nations  to  present  a  picture  of 
world  production.  In  certain  directions  production 
has  recovered,  but  in  no  case  has  interchange  of 
commodities  recovered  even  to  the  extent  that  pro¬ 
duction  has  recovered.  That  is  one  of  the  great 
difficulties.  Observe,  incidentally,  how  it  hits  us. 
Supposing  the  world's  production  were  satisfactory  ; 
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even  then,  if  the  nations  do  not  exchange  their 
commodities,  our  shipping  industry  and  our  com¬ 
merce  will  do  less  business  than  before.  The  low 
level  of  world  trade  as  distinct  from  world  pro¬ 
duction  hits  us  particularly  hard,  because  of  the 
large  proportion  of  the  world’s  carrying  that  we  do 
for  other  nations  as  well  as  for  ourselves.  But  to 
come  back  for  a  moment  to  production.  The 
present  low  level  of  production  is  due  to  many 
causes,  of  which  I  will  mention  the  three  most 
important.  It  is  due,  first,  to  the  War  and  to  the 
loss  and  destruction  which  it  caused.  Then,  secondly, 
it  is  due  to  currency  chaos^  The  lack  of  stable 
currencies  makes  it  impossible  to  exchange  goods, 
results  in  the  destruction  of  the  circulating  capital 
of  many  countries  in  Europe,  and  destroys  credit. 
Thirdly,  the  restricted  level  of  production  is  due 
to  the  barriers  of  which  I  have  just  been  giving 
you  a  short  description.  The  production  of 
Europe,  therefore,  is  low  for  all  these  various 
reasons,  and  that  is  economically  the  same  thing 
as  saying  that  the  demand  by  Europe  for  com¬ 
modities  is  low. 

You  have,  therefore,  on  the  one  hand,  a  poor 
market  ;  on  the  other  hand,  in  certain  main 
industries,  you  have  an  abnormally  swollen 
capacity  of  production.  Of  this  the  iron  and  steel 
industry  is  the  most  obvious  example.  The  iron 
and  steel  industry  of  every  one  of  the  belligerent 
powers  was  extended  and  increased  to  the  very  ut¬ 
most  for  war  purposes,  but  even  when  the  War  had 
finished  further  extensions  of  steel  plant  took  place, 
just  because  of  the  conditions  of  the  Treaty  of  Ver- 
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sailles.  Germany  tried  to  develop  its  Westphalian 
plant  so  that  it  might  do  without  Lorraine.  Other 
countries,  such  as  Czecho-Slovakia,  and  even  Hun¬ 
gary,  thought  it  very  desirable  that  they  should 
have  some  sort  of  steel  production,  and  behind  the 
protection  of  a  tariff  wall  they  endeavoured  to 
establish  it.  Hence,  both  during  the  War  and 
after  the  War,  there  was  an  artificial  expansion  of 
plant  capacity,  but  demand  on  the  other  hand  is 
abnormally  low.  Not  only  has  demand  been  low, 
but  it  has  been  particularly  low  for  certain 
industries.  When  you  have  a  low  level  of  pro¬ 
duction  people  tend  to  save  less,  and  to  consume  a 
larger  proportion  of  that  production.  One  of  the  im¬ 
portant  results  of  the  War  has  been  a  great  famine 
of  capital.  The  famine  of  capital  means  a  very  low 
demand  for  those  industries  which  provide  what 
may  be  called  “  capital  goods  " — factories,  plant, 
equipment,  and  so  on — and  therefore  while 
there  has  been  a  general  lack  of  consuming 
power  in  Europe,  there  has  been  in  particular 
a  lack  of  demand  for  "  capital  goods,”  which 
means  for  the  products  of  the  iron  and  steel 
industry,  the  engineering  industry,  and  other  allied 
industries. 

These  types  of  difficulties  are  felt,  not  only  by 
Great  Britain,  though  they  tend  to  hit  us  particularly 
hard,  but  by  all  countries.  The  nature  of  these 
difficulties  was  not  very  clear  in  recent  years,  partly 
because,  when  the  currency  was  fluctuating,  those 
extraordinary  variations  in  the  values  of  money 
were  enough  to  account  for  any  abnormal  situation 
that  there  might  be,  and  it  was  impossible  to  dis- 
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entangle  economic  effects  from  financial  effects. 

at  IS  why  all  the  first  economic  discussions 
of  the  League  of  Nations,  why  the  Brussels  Confer¬ 
ence  of  1920,  and  the  activities  of  the  League  in 
various  directions  since,  have  been  concentrated 
on  the  rnonetary  problem.  But,  now  the  monetary 
problem  is  by  way  of  being  settled  ;  and  it  is  because 
those  enormous  monetary  storms  have  subsided  that 
we  now  see  in  their  proper  perspective  the  economic 
difficulties,  and  the  trade  barriers  and  the  other 
conditions  that  I  have  just  been  describing  to  you. 
In  those  circumstances  there  has  been  a  tendency 
to  realise,  since  the  stabilisation  of  the  mark  and 
of  the  currencies  of  Central  Europe,  that  we  had 
got  into  a  situation  when  trade  was  being  kept  low 
by  the  difficulties  of  international  interchange  of 
commodities. 

I  do  not  want  to  give  you  the  impression  that 
Europe  has  suddenly  had  its  eyes  opened  and  has 
turned  in  favour  of  Free  Trade,  or  anything  of  that 
kind.  All  I  want  to  do  is  shortly  to  give  you  an 
idea  of  the  considerations  that  are  influencing  opinion 
in  Central  Europe  to-day.  In  order  to  put  that 
clearly  before  you  I  will  first  of  all  quote  from  a 
statement  which  has  been  made  by  a  Swiss  professor 
who  is  endeavouring  to  sum  up  the  situation  for  the 
Economic  Conference.  He  says  :  “  The  number  of 
sovereign  states  has  increased,  frontiers  have  been 
extended,  and  transactions,  which  formerly  fell 
under  the  heading  of  home  trade,  have  now  become 
foreign  trade.  No  power  in  Europe  would  care  to 
start  out  alone  on  the  path  of  Free  Trade  in  the 
belief  that  the  rest  would  follow.  Throughout 
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Europe  the  rural  population  is  Protectionist,  except 
in  the  Netherlands  and  Denmark.  Only  manufac¬ 
turers  who  depend  on  foreign  orders,  persons  living 
on  fixed  incomes,  and  civil  servants  attempt  to  stem 
the  tide  of  Protection.  The  bankers,  with  more 
effective  combination,  could  bring  pressure  to  bear 
upon  the  commercial  policy  of  States  requiring 
foreign  capital  for  their  economic  development.” 
He  goes  on  to  explain  why  many  industrialists  have 
come  to  take  a  slightly  different  view  of  this  question 
of  international  exchange.  He  says  that  it  is  only 
the  manufacturers  who  are  concerned  with  export, 
but  an  enormously  increasing  number  of  the  manu¬ 
facturers  of  Europe  to-day  are  concerned  with 
export,  and  much  the  most  important  change  of 
opinion  has  occurred  precisely  for  that  reason  in 
Germany,  and  if  there  is  any  hope  of  coming  to  a 
more  Liberal  system  of  international  exchange  of 
commodities  in  Europe  to-day  it  is  largely  because 
of  the  shift  in  the  balance  of  opinion  in  Germany. 
Again,  I  do  not  want  to  give  you  too  exaggerated 
an  impression.  Germany,  as  soon  as  she  regained 
freedom  from  the  Versailles  Treaty,  which  forbade 
her  to  alter  her  tariff,  proceeded  to  put  it  up,  but 
there  was  a  very  desperate  fight  even  on  that,  and 
since  that  time  the  difficulties  of  the  situation  which 
I  have  been  describing  have  steadily  gained  fuller 
recognition  in  Germany.  Germany  has  lost  a  large 
territory  which  was  a  very  important  market  for  her 
industries  ;  she  has  lost  her  investments  overseas 
in  distant  countries  ;  she  had  important  business 
connections  through  those  investments,  and  the 
enterprises  which  she  controlled,  which  helped  her 
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to  sell  her  goods  in  those  places.  But  to-day  she 
is  surrounded  with  a  ring  of  numerous  and  high 
tariffs,  and  at  the  same  time  she  is  told  that  she 
must  export  goods  to  pay  reparations.  Germany 
realises  that  it  is  more  important  for  her  to  fight 
to-day  for  export  markets  than  to  worry  about 
preventing  goods  going  into  her  own  country — or 
at  least  large  sections  of  the  manufacturing  popula¬ 
tion  of  Germany  realise  that. 

In  Central  Europe  the  wave  of  nationalism,  both 
political  and  economic,  has  tended  to  subside. 
Austria  and  Czecho-Slovakia  have  both  realised  that 
they  are  rather  cutting  one  another’s  throats,  and 
if  only  Hungary  could  be  persuaded  to  see  the  matter 
in  the  same  light,  something  might  be  done  in  that 
little  group  of  Central  European  countries.  Hungary 
is  the  great  difficulty,  and  even  with  Czecho-Slovakia 
it  is  not  easy  ;  but  there  is  a  substantial  body  of 
opinion  in  favour  of  sounder  economic  practice. 
The  difficulties  there  have  been  obvious.  The  banks 
have  had  to  set  up  branches  in  Prague  when  formerly 
they  ran  their  business  from  Vienna.  The  textile 
industry  has  been  split  up  by  the  frontier ;  in  the 
old  days  the  spinning  mills  in  Austria  and  the 
weaving  sheds  in  what  now  is  Czecho-Slovakia  had 
no  barrier  between  them.  To-day  a  Customs  barrier 
separates  them.  Czecho-Slovakia  has  been  building 
spinning  mills  to  feed  her  looms,  and  Austria  has 
been  building  looms  to  take  the  product  of  her  mills. 
This,  in  brief,  means  the  duplication  of  plant  at  a 
time  when  there  is  less  demand  than  there  was  before, 
the  waste  of  capital,  and  the  inevitable  result  that 
the  cost  of  production,  with  mills  running  at  less 
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than  half  capacity,  is  extremely  high.  These  things 
cannot  go  on  without  business  people  seeing  the 
lesson  that  is  thrust  under  their  very  noses,  and 
unquestionably  this  sort  of  thing  is  having  that 
effect. 

France  is  not  unfriendly.  I  have  already  said 
that  France’s  tariff  is  not  higher  than  it  was  before 
the  War.  France,  moreover,  wants  to  be  an  ex¬ 
porter  ;  she  wants  to  sell  the  products  of  Alsace- 
Lorraine  and  of  other  industrial  districts  ;  she  is  a 
little  frightened  of  facing  German  competition  on 
equal  terms  without  the  protection  of  a  tariff,  but 
on  terms  she  is  willing  to  move  a  good  long  way. 
I  could  give  a  whole  series  of  other  reasons  why  these 
facts  have  begun  to  influence  opinion  to  some  extent, 
but  it  is  perhaps  sufficient  if  I  recall  that  the  Inter¬ 
national  Chamber  of  Commerce,  which  represents 
a  very  considerable  number  of  nations,  has  quite 
definitely  come  down  strongly  in  favour  of  reducing 
the  trade  barriers.  They  say  :  “  The  Trade  Barriers 
Committee  believes  that  the  number  and  height  of 
customs  tariffs  hamper  international  trade,  and  it  is 
essential  that  governments  should  be  induced  to 
consider  the  reduction  of  customs  dues  by  means 
of  an  extended  system  of  mutual  agreements”; 
and  they  append  a  long  report,  in  which  they 
explain  that  customs  systems  must  be  simplified 
and  made  stable,  and  so  on.  That  document  will, 
in  fact,  be  one  of  the  first  documents  to  be  considered 
by  the  Economic  Conference  which  meets  at  Geneva 
in  May,  and  even  if  nothing  more  happens  than  that 
the  assembly  of  the  nations  of  the  world  gives  its 
definite  and  clear  assent  to  that  doctrine,  something 
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will  have  been  accomplished.  I  might  refer  also  to  the 
plea  of  the  bankers  which  was  signed  by  most  of  the 
Governors  of  the  Central  Banks  of  Europe,  as  well  as 
by  a  considerable  number  of  the  leading  industrialists 
in  Europe.  Even  the  Commonwealth  of  Australia 
has  not  been  altogether  immune  from  this  influence, 
although  they  have,  it  is  true,  put  up  a  very  high 
tariff.  Those  of  you  who  heard  Mr.  Bruce  recently 
no  doubt  noticed  a  distinct  change  in  the  tone  of 
his  speeches  last  autumn,  compared  with  those 
which  he  made  on  his  previous  visit  to  England. 
He  has  set  up  a  Development  Commission,  and  if 
you  study  that  Commission’s  duties  carefully,  you 
will  see  that  its  business  is  to  find  out,  not  only 
what  industries  Australia  ought  to  be  developing 
and  expanding,  but  also  what  industries  Australia 
ought  not  to  be  developing  or  expanding.  In  other 
words,  it  is  to  see  what  are  the  proper  limits  to 
the  policy  of  protection.  I  verily  believe  that 
to  be  Mr.  Bruce’s  intention  in  setting  up  that 
commission. 

Turning  to  the  United  States,  I  do  not  think 
anybody  can  say  very  confidently  that  there  is  much 
of  a  movement  in  that  great  country  in  an  anti- 
Protectionist  direction  ;  but  at  all  events  there  are 
strong  influences  at  work  which  realise  the  results 
of  Protection,  and  it  is  a  significant  fact  that  you  have 
Mr.  J.  P.  Morgan,  who  is  a  signatory  to  the  Bankers’ 
Plea,  openly  declaring  himself  in  favour  of  the  re¬ 
duction  of  tariffs.  Having  mentioned  America,  may 
I  say  this,  that  unquestionably  among  German 
industrialists  in  particular  and  among  industrialists 
of  other  countries  as  well,  the  situation  in  the  United 
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States  has  had  a  very  powerful  influence  on  the 
change  in  European  opinion.  The  manufacturers 
of  the  world  say :  "  We  must  get  down  our  costs 
to  a  basis  on  which  we  can  compete  with  the  mass 
production  of  the  United  States.  How  are  we  to  do 
that  ?  What  is  it  that  enables  the  United  States  to 
manufacture  as  cheaply  as  they  are  doing  ?  It  is 
their  huge  free  internal  market ;  how  can  we  get 
such  a  market  ?  where  can  we  get  such  market  ?  ” 
and  the  answer  is  :  "In  Europe,  by  getting  rid  of 
our  own  tariff  barriers."  There  is  no  doubt  that 
there  are  many  influential  people  in  Germany  who 
are  approaching  this  question  from  that  angle,  and 
it  is  a  very  important  new  fact. 

It  is  not  plain  sailing.  Just  think  for  a  moment 
what  it  means.  It  means  that  it  is  foolish  to  have 
textile  factories  in  Hungary  and  in  Czecho-Slovakia, 
and  in  parts  of  Germany  and  in  Austria,  and  in 
Lancashire  and  in  France,  aU  trying  to  make  the 
same  kind  of  goods.  If  the  American  example 
means  anything  at  all,  it  means  that  it  is  better 
to  put  those  factories  where  they  can  best  make 
the  goods,  and  on  a  large  scale  ;  but  where  is  that  ? 

I  have  heard  a  German  manufacturer  expound  the 
doctrine  that  we  in  Europe  could  beat  America  in 
motor  manufacture,  but  the  way  to  do  it  is  for 
Germany  to  make  one  type,  say  the  20  horse-power 
car,  for  the  Fiat  Company  in  Italy  to  make  another, 
the  Morris  Company  of  Britain  another,  and  so 
on.  Then  we  might  sweep  the  world’s  markets. 
This  doctrine  of  specialisation  among  the  nations — 
though  not  perhaps  in  this  extreme  form — lies 
behind  the  movement  for  reducing  barriers.  You 
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can’t  have  a  large  enough  market  to  permit  the 
effective  use  of  modern  methods  if  nations  are  split 
into  small  units.  But  this  international  specialisa¬ 
tion,  which  also  means  interdependence,  cannot  be 
achieved  unless  there  is  mutual  trust  and  a  belief 
that  It  is  to  the  benefit  of  all. 

From  this  attitude  have  arisen  a  number  of  dif¬ 
ferent  suggestions,  and  I  will  run  over  some  of  them 
very  quickly.  One  is  vaguely  in  favour  of  lower 
tariffs  j  but,  as  progress  in  that  direction  is  slow, 
as  an  interim  or  temporary  measure,  various  plans 
have  been  considered  for  a  preference  system  be¬ 
tween  groups  which  recognise  their  community  of 
interest.  They  say  i  “  We  cannot  have  a  general 
lowering  of  the  tariffs  at  present,  but  at  all  events 
the  Succession  States,  or  Spain  and  Portugal,  or 
Scandinavia  and  Sweden,  can  form  preference 
groups.”  Plans  of  that  type  have  been  much  can¬ 
vassed  in  recent  years.  The  only  difficulty  is  that 
we  have  not  yet  reached  the  stage  of  recognising 
groups  of  that  kind,  and  there  are  quite  serious 
difficulties  in  splitting  Europe  up  into  groups  of 
that  kind.  One  of  the  difficulties  is  Great  Britain, 
because  Great  Britain  says  (in  the  case,  for 
instance,  of  Norway  and  Sweden,  or  Sweden  and 
Denmark) :  “If  Sweden  and  Denmark  enter  into 
an  arrangement  by  which  they  give  preferential 
rates  to  one  another,  Great  Britain  must  have  those 
preferential  rates  under  the  most  favoured  nation 
clause.”  There  is  a  great  deal  to  be  said  for  that, 
because,  after  all,  we  have  penetrated  into  the 
markets  of  the  world  largely  by  means  of  the 
most  favoured  nation  clause;  but  if  we  insist  on 
16 


242  Liberal  Points  of  View 

the  letter  of  our  rights  there  can  be  no  preferences. 
It  was  that  point,  put  by  us  as  well  as  by  Germany, 
which  prevented  from  their  point  of  view  what 
was  a  very  promising  proposal,  namely  to  have  a 
preference  arrangement  between  Czecho-Slovakia, 
Austria  and  Italy  two  years  ago.  We  say  these 
are  all  separate  nations,  and  we  have  to  treat  them 
all  as  perfectly  separate  nations.  They  are,  in  our 
view,  as  distinct  from  one  another  as  America 
and  England.  Whether  there  is  any  way  round 
that  difficulty,  I  do  not  know,  but  up  to  the 
present  the  preference  system  as  a  solution  has 
failed. 

Then  there  is  the  rather  impractical  proposal, 
that  the  nations  of  Europe  should  adopt  a  uniform 
tariff.  But  the  main  motive  in  the  minds  of  the 
people  who  want  every  country  in  Europe  to 
adopt  the  same  tariff  is  that  we  should  all  com¬ 
bine  together  and  negotiate  with  the  United  States 
to  beat  down  their  tariff.  Then  again  there  is 
another  proposal,  which  is  that  there  should  be  a 
complete  European  Customs  Union.  That  is  con¬ 
nected  vaguely  in  many  people’s  minds  with  the 
general  idea  of  an  approach  to  a  United  States  of 
Europe.  That  general  proposition  on  political 
grounds  is  quite  outside  my  sphere  of  discussion 
to-night,  and  I  will  not  refer  to  it  more.  But  the 
Customs  Union  idea  is  one  which  naturally  appeals 
to  Germany.  The  unity  of  Germany  after  the 
Napoleonic  Wars  was  largely  built  up  by  means 
of  the  Zollverein.  Why  should  not  the  same  thing 
be  done  for  Europe,  or  at  any  rate  for  Europe 
west  of  Russia  to-day,  after  the  Great  War  ?  That 
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kind  of  plea  naturally  has  a  great  deal  of  force 
with  the  German  people,  who  cast  their  minds  back 
over  history  and  consider  the  story  of  their  own 
nation.  ^  But  here  too  there  obviously  are  enormous 
difficulties.  All  these  proposals  are  up  against 
one  great  political  difficulty,  which  is  that  it  is  no 
good  talking  at  all  about  this  sort  of  tendency  until 
the  nations  of  Europe  have  a  sense  of  political 
security  and  are  free  from  the  menace  of  war. 
One  of  the  reasons  which  makes  many  nations 
desire  to  foster  their  steel  industry  is  the  fear  of  war  ; 
and  until  there  is  a  considerable  feeling  of  security 
you  will  not  get  Europe  into  a  Customs  Union, 
and  you  will  not  get  the  abandonment  of  tariffs, 
which  means  the  abandonment  of  the  conditions 
which  make  it  possible  for  each  individual  nation 
to  become  a  manufactuing  nation  in  such  materials 
as  chemicals,  metals  and  so  on. 

What  alternative  solution  is  there  left  ?  There 
is  the  system  of  commercial  treaties,  which,  as 
I  have  said,  really  mitigated  the  tariff  system  before 
the  War.  It  has  not  succeeded  very  well  up  to  the 
present.  I  think  it  was  the  same  professor,  whose 
description  of  the  economic  system  of  Europe  I 
quoted  just  now,  who  has  pointed  out  in  connection 
with  the  commercial  treaties  that  have  come  into 
force  that  “  Of  180  treaties  published  between 
January  ist,  1920,  and  August  31st,  1926  ” — a  lot 
of  which,  of  course,  have  lapsed — “  only  27  included 
obligations  which  could  not  be  altered  till  the 
expiration  of  one  year."  A  single  year  for  a  com¬ 
mercial  treaty  is  not  much  use. 

We  have  not  yet  reached  a  state  of  stability. 
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at  all  events  up  to  the  present,  which  has  enabled 
commercial  treaties  to  be  negotiated  with  any 
degree  of  confidence,  and  therefore  the  people  who 
are  moving  in  this  direction  have  turned  their 
attention  to  a  new  idea  which  will  also  be  much 
discussed  at  the  Economic  Conference.  It  is  the 
idea  that  you  can  prevent  the  disturbing  effect 
which  would  follow  the  removal  of  tariff  barriers 
by  private  international  agreements  between  the 
industrialists  of  the  various  countries  in  the  shape 
of  international  cartels,  agreements  or  trusts.  That 
idea  has  had  a  great  vogue  on  the  Continent  in 
connection  with  this  desire  to  get  a  greater  degree 
of  freedom  of  intercourse.  The  Chamber  of  Com¬ 
merce  welcomes  the  proposal.  I  see  that  Dr.  Leaf 
considers  some  plan  of  that  sort  is  necessary :  as  a 
sort  of  shock-absorber,  as  he  calls  it,  while  Europe 
is  getting  accustomed  to  freer  interchange  between 
the  nations.  I  have  no  time  to  enter  into  a  dis¬ 
cussion  of  that  now ;  there  are  very  different  views 
about  it.  There  is  room  for  the  most  violent  differ¬ 
ences  of  opinion.  My  own  view  is  that  it  may  be 
useful  in  certain  cases  where  certain  special  circum¬ 
stances  obtain,  but  that  we  are  very  far  from  being 
able  to  say  that  international  private  agreements 
can  become  an  integral  or  permanent  part  of  inter¬ 
national  economic  relationships.  A  certain  school 
on  the  Continent  firmly  believes  that  agreements 
between  the  private  producers  of  country  A  and 
country  B  are  going  to  be  a  definite  factor  in  future 
international  relations. 

I  do  not  agree.  Moreover,  I  think  that  to-day 
there  is  very  much  less  confidence  that  the  inter- 
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national  trust  or  international  cartel  will  solve  the 
European  problem,  partly  because  those  trusts  are 
so  extraordinarily  difficult  to  form.  There  has  been 
recently  an  attempt  to  form  an  international  steel 
pact.  It  has  come  into  existence  without  Great 
Britain  ;  Great  Britain  did  not  go  into  the  pact 
because  the  steel  industry  in  this  country  was  not 
sufficiently  organised  to  be  in  a  position  to  speak 
with  one  voice.  So  long  as  Great  Britain  is  not  in 
it,  there  are  bound  to  remain  certain  disturbing 
factors  in  regard  to  steel ;  but  there  are  more  diffi¬ 
culties  than  that.  We  find  the  steel  pact,  which 
was  concluded  as  recently  as  December,  not  exactly 
on  the  rocks,  but  having  very  considerable  difficulties 
in  keeping  together,  with  differences  of  views  de¬ 
veloping  between  the  French,  the  Germans  and  the 
Belgians.  I  personally  do  not  think  we  ought  to 
attach  too  much  importance  to  this  idea  in  con¬ 
nection  with  the  development  of  freer  trading 
conditions  in  Europe.  It  is  likely  to  prove  a  broken 

reed. 

What  else  remains  that  the  Economic  Conference 
can  do  about  it  ?  I  do  not  know  ;  I  would  not 
like  to  hazard  even  a  guess  at  this  stage.  There 
are  a  number  of  other  proposals.^  When  the  League 
of  Nations  began  to  discuss  disarmament  it  was 
faced  with  a  wall  about  as  blank  as  this  wall  looks, 
and  the  first  step  it  took  was  this  :  It  ^said  :  ‘‘  We 
will  have  a  moratorium  on  armaments.  It  there¬ 
upon  passed  a  resolution,  the  adherents  to  which  said 
that  at  all  events  they  would  not  spend  any  more 
on  armaments  than  they  were  spending  that  year 
You  might  on  that  analogy  get  the  nations  of 
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Europe  to  say  :  “  We  will  not  put  our  tariffs  up 
any  more  than  they  are  at  present,”  and  you  might 
get  them  also  to  say  :  “We  will  not  change  them 
under  six  months'  notice.”  I  think  something  of 
that  kind  is  possible.  But  I  am  perfectly  certain 
that,  in  fact,  Europe  will  shortly  move  along  the 
line  of  negotiating  lower  tariffs,  bit  by  bit,  just  as 
you  had  a  decade  or  two  of  low  tariffs  in  Europe 
following  on  the  Cobden  Treaty  of  i860  between 
England  and  France. 

Many  observers  in  Europe  say:  “There  are  the 
conditions  for  making  a  tariff  agreement.  Europe 
is  ripe  to  do  something,  nobody  knows  quite  v/here 
it  will  begin,  but  it  will  begin.”  Unfortunately, 
Britain  is  not  in  a  position  to  start  the  ball  rolling, 
and  one  of  the  reasons  for  that  is  the  Safeguarding 
of  Industries  Act.  There  is  a  great  deal  one  might 
say  about  the  Safeguarding  of  Industries  Act,  but 
in  this  connection  I  only  want  to  point  out  one 
thing,  and  that  is,  that  unfortunately  the  duties 
under  that  Act  cannot  be  used  for  bargaining. 
The  theory  of  the  Safeguarding  of  Industries  Act  is 
that  the  making  of  paper  boxes  in  this  country, 
which  is  supposed  to  be  essential  to  this  country, 
cannot  be  done  unless  there  is  a  duty  of  say  33^  per 
cent.,  and  so  the  duty  must  at  all  costs  be  at  that 
level.  When  we  negotiated  a  commercial  treaty 
with  the  Germans  we  specifically  said  that  all  duties 
under  the  Safeguarding  of  Industries  Act  must 
be  reserved.  The  theory  of  the  Act  is  not  merely 
that  certain  industries  are  desirable  or  that  one 
industry  must  be  supported  rather  than  another. 
The  theory  of  the  Act  is  that  it  is  essential  for 
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us  to  make  wrapping  paper  on  a  certain  scale; 

at  it  IS  essential  for  the  security  of  the  country, 

and  that  duties,  therefore,  are  not  available  for 
bargaining. 

But  whatever  may  happen  in  bargaining,  I  am 
not  altogether  pessimistic  about  a  reduction  of  tariffs 
for  quite  other  reasons.  Certain  nations,  I  believe, 
may  come  to  the  point  of  lowering  their  tariffs  in 
their  own  interests,  and  I  think  that  process  might 
start  in  Scandinavia.  There  was  a  statement 
recently  made  in  Geneva  by  a  Swede,  who  said  : 

We  have  had  a  subsidised  sugar-beet  industry 
for  a  number  of  years  :  we  gave  it  up  a  month  or 
two  ago  because  we  realised  that  we  were  not  getting 
value  for  money,  and  we  could  not  afford  to  subsidise 
an  industry  which  could  not  live  on  its  own  merits.” 
Sweden  has  taken  the  very  sensible  line  of  removing 
an  industry  which  ought  not  to  be  there.  That  is 
a  very  far-sighted  and  enlightened  policy.  It  is 
more  ;  it  points  out  the  hope  of  Europe,  which  is 
that  the  nations  will  come  to  see  that  when  they  are 
fostering  uneconomic  industries  they  are  paying 
something  out  and  surely  impoverishing  them¬ 
selves. 

Then  I  come  to  the  most  important  thing  before 
the  League  of  Nations,  and  that  is  to  state  quite 
clearly  and  definitely  the  true  economic  facts  about 
this  tariff  system,  and  by  so  doing  to  influence  public 
opinion  and  create  a  better  understanding  as  to 
what  it  all  means.  Remember,  after  all,  that  is 
what  the  Brussels  Conference  did.  The  Brussels 
Conference  laid  down  certain  principles.  Nobody 
paid  the  least  attention  to  them  at  first  and  nobody 
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did  anything ;  but  there  they  were  ;  the  seed  was 
planted.  The  nations  gradually  began  to  under¬ 
stand,  and  bit  by  bit  what  the  Brussels  Conference 
laid  down  in  principle  as  essential  for  the  recovery 
of  Europe  has  slowly  come  to  pass.  That  I  believe 
to  be  the  function  of  the  Conference  which  is  meeting 
in  May  next,  and  I  only  hope  in  that  respect  it  will 
be  as  successful  as  the  Brussels  Conference  has  been. 
There  are  a  dozen  fascinating  questions  arising  in 
connection  with  it,  such  as  the  very  important 
question  for  this  country :  “  Supposing  Europe 

does  move  in  a  freer  trade  direction,  where  do  we 
stand  with  regard  to  it  ?  ”  That  would  take  me  much 
too  long  to  go  into  now,  but  we  have  got  to  make  up 
our  minds  what  the  answer  is. 

I  see  my  time  is  up,  and  I  will  briefly  con¬ 
clude  by  saying  that,  as  I  see  it,  there  is  to-day 
throughout  the  world,  and  particularly  in  Europe, 
an  understanding,  a  much  better  understanding,  of 
economic  conditions  and  of  economic  problems. 
The  world  is  learning  in  great  masses.  It  would 
never  have  learned  economics  from  economic 
lecturers  ;  it  learns  from  experience  in  masses,  and 
it  is  learning  in  Europe  just  now  that  the  policy  of 
tiny  units  which  are  economically  completely  inde¬ 
fensible  is  for  everybody  suicidal ;  and  it  is  in  a  mood 
to  learn  the  central  doctrine  of  Free  Trade,  which  is, 
that  you  cannot  prosper  if  your  neighbour  is  in 
poverty,  and  that  you  benefit  from  your  neighbour’s 
prosperity.  If  that  doctrine  can  gradually  permeate, 
as  the  result  of  experience  more  than  anything  else, 
into  the  mind  of  Europe,  then  I  think  we  are  nearer 
to  a  rational  system  of  international  trade  in  Europe 
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than  we  have  been  for  a  century,  and  I  sincerely 
hope  that  this  country,  which  above  all  needs  to 
live  on  that  theory  and  to  hold  fast  to  that  doctrine, 
will  do  its  best  to  assist  in  every  possible  way  to 
encourage  this  great  movements 

1  For  a  postscript,  "After  the  Economic  Conference  at  Geneva,” 
see  page  319. 
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An  Address  delivered  by  Mr.  Ramsay  Muir  to  the  London 
Liberal  Candidates  Association  at  the  National  Liberal  Club,  White¬ 
hall  Place,  S.W.,  on  March  2nd,  1927. 

Chairman  :  The  Rt.  Hon.  C.  F.  G.  Masteruan. 

I  HAVE  been  assigned  a  subject,  the  very  title  of 
which  contains  a  contradiction  in  terms.  There  is  a 
natural  antithesis  or  antipathy  between  the  words 
“  Liberalism  ”  and  “  Empire,”  since  “  Liberalism  ” 
means  freedom  and  “  Empire  ”  means  domination. 
Perhaps  that  is  the  reason  why  a  good  many  honest 
Liberals  are  a  little  lukewarm  about  the  Empire  ; 
perhaps  it  is  also  the  reason  why  our  Conservative 
friends  are  able  to  make  the  claim  that  the  British 
Empire  is  a  patent  of  their  own.  But  in  truth  the 
only  feature  that  makes  the  British  Empire  interest¬ 
ing  in  comparison  with  other  empires  is  that  it  is 
itself  a  paradox  ;  that  it  is,  in  spite  of  its  name,  the 
greatest  exemplar  of  Liberalism  that  has  ever  been 
seen  on  the  face  of  the  world.  And  this  is  so  pre¬ 
cisely  because  its  modern  form  has  been  due  to  the 
working  of  the  spirit  of  Liberalism  and  to  the  action  / 
of  the  Liberal  Party,  The  change  that  that  has  I 
brought  about  has  had  to  find  expression  in  a  new 
name.  We  are  beginning  to  feel  that  the  word 
Empire  does  not  really  describe  this  amazing 
organisation,  this  brotherhood  of  peoples  of  every 
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type  ;  and  we  are  beginning  to  apply  the  name 
Commonwealth  instead.  It  is  significant  that  the 
first  public  man  who  gave  currency  to  that  name,  the 
British  Commonwealth,  was  Sir  Henry  Campbell- 
Bannerman. 

In  what  I  have  to  say  to  you  to-night,  I  am 
going  to  claim  that  the  British  Empire  as  we  know 
it  is  a  creation  of  Liberalism  and  of  the  Liberal 
Party,  and  this  in  two  aspects :  first,  negative,  the 
destruction  of  the  old  conception  of  Empire  ;  and, 
second,  positive,  the  creation  of  a  new  conception  of 
I  Empire,  as  a  fellowship  of  linked  peoples. 

First,  as  to  the  destruction  of  an  old  conception. 
The  British  Empire  as  it  was  until  the  end  of  the 
eighteenth  century  was  built  up  upon  the  assumption 
that  groups  of  societies  could  be  held  together  by 
purely  material  bonds  of  trading  interest  enforced 
from  headquarters.  That  conception,  the  conception 
.  of  an  Empire  bound  together  by  enforced  trade 

I  bonds,  had  been  tried  systematically  and  honestly 
y  '  from  the  Restoration  down  to  1783  ;  it  ended  in 
1783  with  the  successful  revolt  of  the  American 
Colonies.  I  said  it  had  been  honestly  tried,  for  no 
one  can  study  the  imperial  and  economic  policy 
of  British  Governments  from  Charles  II  onwards, 
without  recognising  that  they  did  honestly  try  to 
deal  fairly  by  both  sides  in  the  economic  system  that 
they  wrought  out. 

But  they  failed.  Even  the  most  honest  en¬ 
deavour  to  bring  about  a  just  balance  between  trade 
interests  under  a  system  of  rigid  trade  regulation 
failed.  It  failed  because  the  members  were  always 
aware  of  what  they  gave,  and  were  apt  to  forget  what 
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they  received.  During  the  course  of  the  conflict 
with  the  American  Colonies  which  sprang  from  this 
experirnent,  another  ideal  was  presented  to  the 
generation  at  the  end  of  the  eighteenth  century  by 
a  great  Liberal,  though  he  was  not  always  liberal  in 
all  his  actions,  Edmund  Burke.  In  his  noble  speech 
on  American  taxation  he  held  up  the  idea  of  a 
fellowship  of  peoples  bound  together,  not  by  laws 
and  dockets  and  prescripions,  but  by  “  ties  light  as 
air  but  strong  as  links  of  iron,”  the  common  posses¬ 
sion  of  the  institutions  of  freedom.  Speaking  thus, 
Burke  was  a  prophet  of  the  coming  Commonwealth, 
although  he  wholly  failed  to  transform  the  existing 
Commonwealth  in  accordance  with  his  own  ideals. 
We  Liberals  destroyed  that  old  conception  of  an 
Empire  linked  together  by  enforced  trade  bonds. 
We  destroyed  it  by  establishing  the  system  of  Free 
Trade  ;  and  we  shall  imperil  the  reality  and  the 
strength  of  the  new  Commonwealth  if  we  try  in  any 
degree  to  return  to  it. 

I  am  not  going  to  dwell  upon  the  policy  of  Imperial 
Preference,  its  dangers  and  its  defects  ;  I  want  only 
to  note  this,  that  it  is  supremely  the  duty  of  Liberals 
to-day  to  defend  the  Liberal  conception  of  the  ties  of 
Empire  as  being  based  upon  something  stronger  than 
merely  material  interests,  and  to  save  us  from  any 
return  to  the  old  and  ruinous  methods.  For  any 
return  to  the  old  methods,  by  means  of  an  elaborate 
system  of  Imperial  Preference,  must  tend  to  weaken 
the  ties  of  the  Commonwealth  in  three  ways. 

The  first  defect  is  that  a  system  of  taxation  is  apt 
to  give  to  the  peoples  who  have  to  pay  the  taxes 
a  sense  that  the  Empire  is  a  burden.  Under  the 
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system  of  Preference  which  exists  to-day,  small  as 
its  development  has  yet  been,  it  is  obvious  that  the 
whole  cost  of  the  advantages  given  to  traders  and 
farmers  in  the  Dominions  is  at  the  cost  of  the 
British  taxpayer — since  the  cost  of  providing  these 
Preferences  has  to  be  met  by  the  imposition  of 
alternative  taxes.  As  yet  this  has  been  little 
regarded,  partly  because  of  the  negligible  character  of 
what  has  been  done,  partly  because  of  the  indiffer¬ 
ence  of  the  community,  and  partly  because  of  the 
strength  of  the  Imperial  sentiment.  But  if  we  were  to 
extend  the  system  of  Imperial  Preference  on  any  wide 
scale,  there  is  reason  to  fear  that  we  should  find 
growing  up  amongst  the  British  people  a  feeling  that 
they  were  being  made  to  pay  heavily  for  the  Empire 
at  a  time  when  they  themselves  were  unduly  bur¬ 
dened. 

There  is  a  second  danger  to  imperial  unity  in  the 
fact  that  under  any  conceivable  system  of  Preference 
the  advantages  offered  to  one  Dominion  must  be 
altogether  out  of  proportion  to  the  advantages 
offered  to  another  Dominion.  We  cannot  give 
preferences  on  their  main  staple  products  ;  and  even 
if  we  did  so,  and  taxed  corn  and  meat,  one  Dominion 
would  still  get  far  greater  advantages  than  another. 
That  is  apt  to  lead  to  a  kind  of  discussion  which 
would  be  very  undesirable.  Under  Free  Trade,  they 
are  all  equally  treated. 

But  there  is  a  third  danger  in  the  development  of 
a  system  of  Preference  which  ought  to  receive  more 
attention  than  it  usually  does.  Some  of  us  have 
been  proud  to  be  able  to  boast  that  the  British 
Empire,  unlike  other  European  empires  created 
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during  the  last  century,  has  been  distinguished  by 
this,  that  it  admits  the  traders  of  all  nations  to  the 
lands  which  it  has  settled  and  equipped  with  the 
advantages  of  civilised  government  on  the  same 
terms  as  it  admits  its  own  traders.  If  we  had  not 
done  that,  there  would  legitimately  have  been  pro¬ 
test  and  revolt  against  the  enormous  proportion  of 
the  surface  of  the  earth  that  we  have  brought  under 
our  control.  That  protest  would  have  come  long  ago 
from  all  the  peoples  of  the  world  if  it  had  not  been 
that  under  a  Free  Trade  system  every  territory  taken 
under  British  administration  was  a  territory  where  the 
safeguards  of  law  were  given  to  a  market  that  was 
equally  open  to  the  whole  world ;  whereas  every 
territory  taken  under  the  control  of  the  United 
States  or  France  was  a  territory  from  which  the 
traders  of  the  rest  of  the  world  were  in  a  very  large 
degree  excluded.  That,  and  that  alone,  has  made 
our  immense  accessions  of  territory  tolerable  to  the 
rest  of  the  world;  that,  and  that  alone,  has  made 
the  enormous  preponderance  of  African  territory, 
for  example,  which  we  enjoy  a  positive  advantage 
to  the  rest  of  the  world,  because  it  has  admitted 
instead  of  excluding  them ;  and  if  ever  we  depart 
from  this  policy  we  and  the  Empire  as  a  whole 
shall  be  in  great  danger.  Unhappily  we  have 
recently  begun  in  some  degree  to  depart  from  it. 
Not  long  ago  when  I  was  making  this  claim  before 
an  American  audience  on  behalf  of  our  policy  as 
against  the  American  policy,  I  was  legitimately 
faced  with  the  question  whether  it  was  not  true 
that  preferential  rates  had  been  given  in  this,  that 
and  the  other  commodity  to  British  traders  recently, 

17 
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and  I  had  to  admit  that  it  was  true,  though  these 
were  small  exceptions  to  the  general  principle. 

Liberal  watchfulness,  in  the  maintenance  of  free¬ 
dom  of  trade,  is  not  less  indispensable  for  the  defence 
and  safety  of  the  Empire  than  it  is  for  the  well¬ 
being  of  our  own  country. 

Let  me  now  pass  to  the  positive  and  constructive 
side  of  Empire  building  that  has  been  carried  out  by 
'  the  Liberal  Party  during  the  course  of  the  last 
!  century.  For  the  Liberal  Party  is  in  reality  only 
i  a  century  old ;  it  may  be  said  to  have  come  into 
existence  with  the  Reform  Act  of  1832  which 
brought  to  the  reinforcement  of  the  Whigs,  generous- 
minded  as  they  were,  many  new  factors  which  drove 
them  on  to  reforming  work  they  would  never 
voluntarily  have  undertaken. 

I  want  to  look  at  the  British  Empire  as  falling  into 
three  distinct  segments,  and  we  are  a  little  apt  to 
think  of  only  one  of  them. 

The  first  segment  consists  of  those  new  lands, 
mostly  highly  favoured  by  nature,  which  have  been 
peopled  in  the  main  by  English-speaking  people  or 
by  emigrants  from  other  European  countries  who 
have  easily  acquired  English  habits  of  mind.  That 
group  constitutes  the  self-governing  Dominions,  and 
there  are  a  great  many  people  who  think  of  nothing 
else  when  they  think  of  the  British  Empire. 

But  the  second  group,  which  forms  a  quite  distinct 
group,  consists  of  those  lands  of  ancient  but  some¬ 
what  stagnant  civilisation,  into  which  the  coming  of 
Western  influences  under  the  direction  of  the  British 
power  has  brought  an  immense  series  of  changes — a 
great  fermentation,  an  upheaval.  India  is  the  out- 
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standing  instance  of  that ;  though  in  a  sense,  in  spite 
of  the  fact  of  its  not  being  a  part  of  the  British 
Empire,  we  may  include  Egypt  as  having  been  in¬ 
fluenced  in  the  same  kind  of  way.  But  India  is  the 
outstanding  instance.  India  is  not  merely  a  part 
of  the  British  Empire,  it  is  three-fourths  of  the 
British  Empire  ;  and  there  are  five  or  six  Indians  for 
every  white  man  in  the  British  Empire.  That  is  our 
second  segment. 

Our  third  segment  consists  of  the  primitive  and 
backward  peoples,  mainly  in  Africa  and  in  the 
Pacific  Islands. 

These  three  segments  are  so  obviously  different 
from  one  another  in  their  background  and  traditions 
that  a  difference  of  policy  in  regard  to  them  naturally 
results.  In  regard  to  all  three  a  tremendous  trans¬ 
formation  has  been  wrought  by  Liberalism  during  the 
course  of  the  last  90  years.  In  the  case  of  the  first 
of  these  three — the  new  lands,  British-peopled,  the 
self-governing  Dominions — we  may  almost  say  that 
the  work  of  Liberalism  is  completed  and  that  it  is 
fairly  secure  ;  although  I  am  going  to  add  one  or  two 
qualifications  to  that  later.  In  the  others,  however, 
the  task  of  Liberalism  is  as  yet  by  no  means  achieved  ; 
nor  is  what  has  been  achieved  yet  to  be  regarded  as 
secure. 

I  want  to  deal  with  these  three  sections  in  turn — 
the  English-speaking  lands;  the  ancient  civilisa¬ 
tions  ;  and  the  backward  and  primitive  peoples. 
First,  the  English-speaking  lands.  What  is  the 
turning-point  in  their  development  ?  I  have  no 
doubt  at  all.  The  turning-point  really  began  not 
with  the  lesson  as  to  the  fatal  character  of  the  old 
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policy  that  was  given  by  the  American  Revolution  ; 
not  even  with  the  teaching  of  Adam  Smith  which  was 
concurrent  with  that.  The  real  turning-point  was 
the  coming  into  power  of  Liberalism  in  the  thirties 
of  the  nineteenth  century  ;  and  I  do  not  think  we 
Liberals  of  to-day  do  sufficient  honour  to  that 
remarkable  group  who  may  be  described  as  the 
“  Radical  Imperialists  ”  of  the  thirties,  who  thought 
out  and,  by  their  extraordinary  energy  and  assiduity, 
succeeded  in  applying  new  methods  of  dealing  with 
what  were  hitherto  subject  regions,  such  as  had 
never  been  dreamed  of  by  the  government  of  any 
other  country  in  the  world.  The  greatest  of  the 
group  of  Radical  Imperialists,  the  leader  of  them, 
the  inspirer  of  them,  was  a  man  whose  name  is 
almost  forgotten — ^Edward  Gibbon  Wakefield  ;  a 
man  who  was  put  in  gaol  for  having  tried  to  run 
away  with  an  heiress  from  school,  and  who,  being  in 
Newgate,  began  to  wonder  whether  it  would  not  be 
wise  to  start  a  new  life  in  one  of  the  new  lands.  He 
began  to  read  up  all  he  could  about  Australia,  and 
to  study  the  problems  of  colonisation.  He  wrought 
out  a  “  View  of  the  Art  of  Colonisation,”  to  take 
the  title  of  a  book  which  he  published  long  after-  j 
wards  ;  and  when  he  got  out  of  gaol  he  gradually  | 
gathered  round  him  a  group  of  like-minded  men —  | 

Charles  Buller,  John  Stuart  Mill  and  “  Radical  ' 
Jack  ”  (as  he  was  called) — the  Earl  of  Durham,  and  ; 
a  number  of  others  amongst  whom  Sir  William 
Molesworth  ought  not  to  be  forgotten.  Most  of 
these  are  names  which  the  modern  Liberal  forgets 
to  honour. 

But  how  many  are  there  in  the  records  of  the 
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Liberal  Party  who  have  done  the  real  work  of  think¬ 
ing  and  inquiring,  yet  who  are  now  altogether 
forgotten,  while  we  give  all  the  credit  to  those  few 
who  figure  and  gesture  in  the  Houses  of  Parliament 
or  on  the  platform. 

Now,  Edward  Gibbon  Wakefield  and  his  group  did 
two  things  for  the  new  colonies.  First  of  all,  they 
were  the  authors  of  a  method  of  scientific  and  sys¬ 
tematic  colonisation  without  which  Australia  and 
New  Zealand  could  never  have  been  colonised  at  all.. 
Their  methods  were  used  in  Canada  to  some  extent ; 
but  that  was  somewhat  different.  Think  of  the 
distance  of  Australia  and  the  cost  of  the  transport 
of  emigrants  ;  think  of  the  forbiddingness  of  Aus¬ 
tralia  when  it  was  peopled  by  a  handful  of  convicts. 
The  difficulty  and  cost  of  peopling  that  country 
presented  an  almost  insoluble  problem.  It  was 
these  Radical  Imperialists  who  found  the  mode  of 
doing  it  by  their  system  of  selling  lands  at  a  reason¬ 
able  price  and  using  the  proceeds  for  paying  the  cost 
of  encouraging  and  assisting  emigrants  to  settle  on 
those  lands.  The  settlement  of  South  Australia, 
and  of  Victoria  in  some  degree,  the  settlement  of  the 
whole  of  New  Zealand — the  north  island  to  begin  with 
and  later  the  Scottish  Free  Church  settlement  at 
Dunedin  and  the  English  Anglican  settlement  at 
Christchurch — were  all  carried  out  under  a  system 
wrought  out  by  Edward  Gibbon  Wakefield  and  his 
friends  and  applied  by  their  Colonisation  Society. 

We  forget  their  work.  But  they  were  not  only 
scientific  emigrators  and  colonisers  ;  they  also  had 
a  very  clear  and  definite  theory  as  to  the  nature  of 
the  bonds  by  which  the  groups  of  societies  within  the 
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British  Empire  ought  to  be  linked  together.  They 
believed  in  complete  self-government  for  the 
Dominions.  If  the  Dominions  chose  to  go  on  their 
own  way,  it  could  not  be  helped,  though  they 
would  have  regretted  it  profoundly.  These  men 
were  not  “  cut-the-painter  ”  men,  or  Little  Eng¬ 
landers,  to  use  a  phrase  that  has  been  tossed  at  us. 
They  believed,  as  Edward  Gibbon  Wakefield  insisted 
in  his  View  of  the  Art  of  Colonisation,  that  the  mother- 
country  and  the  colonies,  acting  as  partners  in  the 
noblest  of  all  processes  of  manufacture,  the  making 
of  healthy,  happy  and  hopeful  citizens,  could  be  of 
enormous  mutual  assistance  the  one  to  the  other, 
and  they  would  have  deplored  any  severance  of  this 
fruitful  partnership.  But  in  the  view  of  these  men 
the  true  cement  of  this  fellowship  must  be,  not 
any  enforced  supremacy,  but  liberty  and  the 
common  enjoyment  of  the  institutions  of  freedom. 
They  went  back  to  Burke,  who  had  taught  this 
noble  doctrine  to  a  neglectful  Parliament  in  the 
days  of  the  American  Revolution  ;  but  .they  trans¬ 
lated  Burke  into  fact.  Read  Lord  Durham’s  Report 
on  Canada.  When  he  was  sent  out  there  after  the 
rebellion  of  1837  found  he  had  to  deal  with  two 
peoples  living  side  by  side,  who  had  come  to  hate 
one  another  so  much  that,  as  he  said,  the  most 
alarming  feature  was  that  they  never  had  any  social 
relations  with  one  another.  The  powerless  legislative 
assemblies  in  Canada  of  that  day  were  in  a  state  of 
continual  and  fractious  opposition,  and  undoubtedly 
they  often  acted  in  an  unreasonable  and  irresponsible 
way.  The  Tory  remedy  was  firm  government,  stern 
repressive  discipline,  to  “  hold  the  Empire  together.” 
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But  the  Liberal  doctrine  was,  as  it  always  is,  though 
some  Liberals  are  apt  to  be  timid  about  it,  that 
the  only  cure  for  irresponsibility  is  responsibility  ; 
Durham’s  Report  applied  that  principle.  He  urged 
that  full  responsibility  for  their  own  destinies  should 
be  thrust  upon  the  Canadians.  But  there  is  no 
“  cut-the-painter  ”  to  be  found  from  beginning  to 
end  of  the  Report.  On  the  contrary,  there  is  the 
strongest  insistence  that  partnership  in  the  institu¬ 
tions  of  freedom,  which  are  the  natural  inheritance 
of  Englishmen,  is  the  only  possible  bond  by  which 
societies  so  far  apart  from  one  another  can  con¬ 
ceivably  be  held  together. 

The  Durham  Report  applied  that  ideal  of  Liberal¬ 
ism  with  amazing  boldness.  It  was  a  vast  courage 
that  was  demanded,  to  take  two  peoples,  one  of 
whom  had  been  in  open  revolt  and  the  other  of 
whom  had  been  very  nearly  in  revolt  against  a  system 
of  government,  and  to  say  to  them,  “  We  throw  upon  j 
you  the  responsibility  for  your  own  welfare  for  the 
future” — it  was  a  great  courage  that  was  required 
— the  application  of  Liberalism  always  needs 
courage.  The  timidity  which  is  the  characteristic 
note  of  Conservatism  is  always  alarmed  by  that 
prospect ;  and  as  soon  as  your  Durham  comes 
forward  with  a  proposal  for  the  application  of  the 
Liberal  idea  in  Canada,  at  once  you  have  the  cry, 

“  These  people  are  dismembering  the  Empire.” 
They  were  running  the  risk  of  dismembering  the 
Empire  because  they  believed  in  freedom,  because 
they  were  convinced  that  freedom  was  the  only 
bond.  If  they  were  wrong,  the  Empire  would 
have  been  dismembered.  But  they  would  have 
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said,  “  Better  that  the  Empire  should  be  dismem-  1 
bered  and  freedom  seryed  than  that  the  Empire  f 
should  be  held  together  by  force.”  They  took  j 
the  risk,  and  Durham,  as  you  know,  was  infinitely  ; 
abused,  and  died  with  a  sense  of  failure  and  defeat. 

Yet  there  were  other  Liberals  to  carry  on  his  work. 
There  was  Elgin,  who  went  out  as  Governor-General  ;  ; 

there  was  the  Cabinet  behind  him,  with  Lord  Grey  i 

and  Lord  John  Russell  in  it,  both  believing,  though 
perhaps  not  so  courageously  as  Durham,  in  the  same 
conception  ;  and  responsible  self-government  was 
established  in  Canada. 

From  that  time  the  bitterness  against  the  domina¬ 
tion  of  the  Colonial  Office,  which  had  been  a  marked 
feature,  not  only  amongst  the  French,  but  amongst 
the  English  in  Canada,  disappeared  altogether ; 
and  affection  and  friendship  and  loyalty  for  the 
mother-country  rapidly  grew  stronger.  This  was 
the  first  and  the  classical  instance  of  the  appli¬ 
cation  of  Liberalism  to  the  problems  of  Empire 
right  at  the  beginning  of  the  history  of  the 
Liberal  Party.  And  at  intervals  through  a  century 
it  has  had  its  successors  in  each  of  the  colonies 
in  turn. 

Think  what  it  meant  that  in  1850  the  Government 
of  Lord  John  Russell —having  seen  that  the  Aus¬ 
tralian  Colonies,  thanks  to  Edward  Gibbon  Wake¬ 
field,  were  beginning  to  grow  up  towards  maturity — 
boldly  invited  them  to  form  their  own  Convention 
and  to  define  their  own  system  of  government. 
They  did  ;  and  because  they  were  treated  in  that 
way  they  naturally  took  the  British  system  of 
government  as  their  model ;  they  took  the  British 
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system  with  the  Cabinet  and  the  responsible  Prime 
Minister  rather  than  the  American  system  which 
they  might  naturally  have  followed  ;  and  because 
they  did  this,  and  because  the  Canadians  had  done 
it  beforehand,  it  was  possible  later,  when  the  great 
trial  came,  for  those  different  societies  to  work 
freely  and  easily  together  and  to  form  the  joint 
Imperial  War  Cabinet,  that  helped  to  carry  us  through 
the  crisis.  The  assimilation  of  the  methods  of  the 
British  Dominions  with  those  of  the  mother-country 
is  one  of  the  most  important  features  of  nineteenth- 
century  development.  The  fact  that,  instead  of 
adopting  the  American  system  of  division  of  powers 
and  checks  and  balances,  they  adopted  the  British 
system  of  concentrated  responsibility,  with  a 
Prime  Minister  and  his  Cabinet  responsible  to 
Parliament,  has  meant  more  than  it  is  possible 
to  measure  in  regard  to  the  possibility  of  co¬ 
operation.  They  did  it  because  of  the  way  in 
which  they  were  treated. 

By  1855  all  the  Australian  Colonies  had  drawn 
up  their  Constitutions,  and  the  British  Parliament 
was  called  upon  to  ratify  them.  On  that  occasion 
William  Ewart  Gladstone —who  was  often  jeered  at 
as  a  Little  Englander — made  one  of  his  great 
speeches.  It  may  have  been  in  1850,  on  the  earlier 
occasion,  but  I  think  it  was  in  _i8a5-  rate, 

he  made  a  speech  on  Colonial  policy  in  which, 
echoing  the  ideas  of  Burke  and  of  Durham,  he 
repeated  in  1855  what  they  had  said  in  177^  and  in 
1839,  that  the  only  possible  foundation  for  a  real 
permanent  partnership  of  free  peoples  was^  to  be 
found  in  their  common  participation  in  the  institu- 
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tions  of  freedom.  That  is  the  second  stage — 
Australia  and  New  Zealand. 

South  Africa  was  very  much  slower.  The  main 
reason  why  we  were  slow  in  the  development  of 
self-government  in  South  Africa  was  that  we  were 
very  nervous  of  the  effect  of  leaving  the  immense 
native  population  of  South  Africa  at  the  mercy  of 
the  white  minority.  I  shall  come  back  to  that 
point  when  I  come  to  deal  with  the  treatment  of  the 
backward  peoples.  But  meanwhile,  when  self- 
government  did  come  to  South  Africa,  from  whom 
did  it  come  ?  The  first  step — self-government  in 
Cape  Colony — came  from  Gladstone’s  great  Adminis¬ 
tration  of  1868,  in  the  year  1870.  I  need  not  go 
through  the  intermediate  stages  ;  I  need  not  stop 
to  trace  the  attempts  to  give  to  the  Boers,  since 
they  wanted  to  be  aloof  from  our  system,  complete 
independence  ;  nor  go  into  the  story  of  Majuba  and 
the  attempt  to  deal  by  generosity  with  the  discontent 
that  had  arisen  from  dictation.  I  will  content  myself 
with  the  two  broad  facts  that  the  establishment 
of  self-governing  institutions  in  Cape  Colony  (the 
first  of  the  African  Colonies  to  obtain  it  in  full)  on 
the  remarkable  basis  that  franchise  was  to  be  shared 
by  blacks  and  whites,  was  due  to  the  Government 
of  Mr.  Gladstone  ;  and  that  the  final  magnanimous 
stage,  an  echo  of  Durham,  dealing  with  circumstances 
very  like  those  of  Durham  after  an  interval  of 
seventy  years,  was  the  conferment  of  the  full  rights 
of  self-government  upon  the  Transvaal  and  the 
Orange  Free  State  within  a  very  few  years  after  we 
had  been  at  war  with  them,  by  Sir  Henry  Campbell- 
Bannerman. 
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There  you  have  each  of  the  great  Dominions  in 
turn  acquiring  their  freedom  entirely  by  the  gift  of 
Liberal  Governments.  At  every  single  stage  the 
same  parrot-cry  came  from  the  Tory  Benches, 
“You  are  dismembering  the  Empire.”  It  seemed 
so  to  them.  They  were  honest  in  saying  it.  But 
these  things,  echoed  from  year  to  year,  have 
a  permanent  influence ;  and  there  are  still  a 
great  m.any  people  in  this  country  who  have 
got  the  notion  in  their  heads  that  we  Liberals 
do  stand,  after  all,  for  a  readiness  to  dismember 
the  Empire,  because  we  have  adopted  the  only 
means  which  have  avoided  the  dismemberment  of 
the  Empire. 

I  do  not  want  to  follow  in  any  elaborate 
detail  the  history  of  the  development  of  the  self- 
governing  Colonies.  The  broad  facts  as  I  have 
set  them  out  are  quite  clear.  The  process  of 
developing  self-government  in  the  Dominions  is 
now  complete,  and  the  later  stages  have  been 
marked  first  by  the  place  which  the  Dominions 
took,  as  independent  States,  in  the  Conference  of 
Versailles,  and  then  at  the  table  of  the  League 
of  Nations,  and  lastly  by  the  remarkable  definition 
of  their  status,  given  at  the  recent  Imperial  Con¬ 
ference.  We  have  established  the  doctrine  of 
the  complete  equality  of  nationhood  of  the  self- 
governing  Dominions  with  the  Home  Country 
beyond  any  challenge. 

But  is  that  branch  of  our  problem  completely 
settled  ?  I  cannot  feel  that  it  is.  I  cannot  feel  that 
the  recent  decisions  of  the  Imperial  Conference 
deserve  all  the  enthusiasm  with  which  they  have 
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been  received.  In  essence  they  merely  recognise  — 
no  doubt  this  was  an  important  thing  to  do — what 
was  already  an  established  fact ;  but  they  slur  over 
and  fail  to  deal  effectively  with  the  question  of 
whether  or  how  we  can  find  the  machinery  for  the 
co-operative  regulation  of  those  vital  common  affairs, 
namely  foreign  policy  and  defence. 

In  effect  we  have  thrust  that  aside.  In  effect 
we  have  almost  said  to  the  Dominions,  “  Go  as  you 
please,”  That  is  no  solution  of  the  problem.  It  is 
our  duty  as  Liberals  to  think  out  by  what  means 
the  amazingly  elastic  institutions  of  Parliamentary 
and  Cabinet  self-government  that  the  British  race 
has  developed  can  be  so  adjusted  as  to  make  some 
co-operative  regulation  of  foreign  affairs  and  of 
defence  practicable  for  the  linked  members  of  the 
British  Commonwealth.  I  have  my  own  theories 
on  that  subject.  I  am  not  going  to  attempt  to 
develop  them  here  because  they  would  come  without 
any  shadow  or  semblance  of  authority.  But  I 
cannot  feel  that  there  will  be  any  real  satisfaction 
in  the  survival  of  a  system  whereunder  the  Treaty 
of  Lausanne  could  be  concluded  without  any  effective 
consultation  of  the  Dominions,  although  its  ultimate 
results — the  ultimate  result,  at  any  rate,  of  its 
Appendix,  the  Straits  Convention — are  such  that 
inevitably  the  Dominions  might  either  find  them¬ 
selves  involved  in  war  or  be  compelled,  in  order  to 
avoid  it,  to  contract  themselves  out  of  the  fellow¬ 
ship  of  freedom  of  which  they  do  not  desire  to  cease 
to  be  members.  It  is  an  extraordinarily  difficult 
problem ;  but  in  my  judgment  neither  this  Govern¬ 
ment  nor  any  Government  since  the  War  has  suffi- 
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ciently  addressed  itself  to  thinking  out  the  problem. 
I  do  not  think  it  is  an  insoluble  problem,  although 
it  is  an  extremely  difficult  one  ;  and  I  do  think  that 
it  is  a  problem  to  which  Liberalism  ought  to  address 
itself  by  one  of  those  inquiries  of  a  scientific,  patient, 
investigatory  type  which  already  are,  and  I  hope 
wOl  increasingly  be,  characteristic  of  modern 
Liberalism. 

I  pass  now  to  the  second  block  of  my  subject  — 
the  vast  community  of  In^a — three-fourths  of  the 
whole  British  Empire  and  one-seventh  of  the  whole 
population  of  the  world  ;  the  most  gigantic  com¬ 
munity  for  which  it  has  ever  been  attempted  to 
establish  even  a  single  Government  of  a  centralised 
kind,  and,  still  more,  to  set  up  the  machinery  of 
organised  self-government.  The  biggest  and  most 
difficult  problem  that  has  ever  faced  political  students 
in  human  history  is  the  problem  of  working  out  the 
machinery  for  proper  co-operation  between  the 
governed  and  the  Government  in  that  vast  realm  of 
India,  with  its  enormous  divisions  of  race,  language, 
religion,  and  all  its  other  complexities.  It  is  the 
most  difficult  problem  that  human  intelligence  has 
ever  faced  in  the  political  sphere,  and  we  and  the 
Indian  people  have  to  face  it  in  comradeship.  If  we 
try  to  face  it  abusing  one  another,  despising  one 
another,  angry  with  one  another,  there  is  no  hope 
that  we  shall  find  any  solution  for  it ;  and  I  hope 
that  both  we  and  the  Indian  peoples  will  begin 
by  recognising  that  at  any  rate  there  are  some 
of  the  foundations  of  liberty  that  have  been 
established  within  the  Indian  Empire  as  a  result 
of  the  English  connection  with  it,  and  as  a 
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result  in  particular  of  Liberal  policy  and  Liberal 
action. 

The  essence  of  liberty  is  that  a  man  should  be  free 
to  do  whatever  is  not  harmful  to  his  neighbour  under 
the  assurance  that  he  has  the  protection  of  the  law. 
This  essential  foundation  of  liberty  might  be  denied 
by  a  system  of  popular  voting  if  that  system  were 
worked  dishonestly  or  corruptly.  It  may  be  secured 
without  the  machinery  of  the  franchise.  The  fran¬ 
chise  is  not  the  whole  of  liberty,  nor  is  it  the  main 
thing  in  liberty.  The  main  thing  in  liberty  is  that 
people  should  be  free  to  do  that  which  they  desire, 
so  long  as  it  does  not  harm  their  neighbours,  under 
an  assurance  of  the  protection  of  the  law  ;  and  I 
think  we  may  reasonably  claim^  that  the  British 
power  in  India  has  in  a  very  large  degree  established 
that  more  securely  than  it  ever  existed  in  India  in 
its  long  history  before.  This,  first,  let  us  recognise  ; 
but  this  is  not  enough  for  liberty.  For  100  years 
and  more  there  have  been  enlightened  Englishmen, 
often  a  minority — latterly,  I  believe,  both  in  India 
and  here,  a  majority — who  have  felt  that  we  should 
not  have  done  our  duty  to  India  unless  and  until 
we  had  enabled  and  helped  the  Indian  peoples  to 
work  the  system  of  self-government  themselves  —an 
extraordinarily  difficult  task  even  when  they  and 
we  undertake  it  in  comradeship.  But  let  me  remind 
you  that  as  long  ago  as  1824,  when  reaction  was 
triumphant  throughout  the  world,  a  great  Anglo- 
Indian  administrator,  Sir  Thomas  Munro  (and  a 
soldier  at  that),  said  that  we  should  not  have  done 
our  duty  to  the  Indian  peoples  until  we  had  trained 
|;hem  and  enabled  them  to  manage  their  own  affairs  ; 
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and,  in  fact,  full  liberty,  as  we  Liberals  completely 
agree,  is  not  attainable  until  that  end  is  achieved. 
But  the  main  thing,  the  security  of  the  essential 
liberty  under  the  protection  of  law,  must  not  be 
undermined  or  imperilled  for  the  sake  of  this  later 
and  derivative  form  of  liberty. 

Let  me  now  ask  for  what  advances  has  the  Liberal 
Party  been  responsible  in  India.  Down  to  the  year 
1833 — observe  how  I  always  begin  in  the  thirties,  the 
first  Liberal  Government  having  come  into  power 
in  1832 — ever  since  the  time  of  Lord  Cornwallis, 
ever  since  the  time  when  Pitt  overrode  that  great 
man  Warren  Hastings,  who  was  a  genuine  Liberal 
in  spite  of  all  Macaulay  said  about  him— down  to 
1833,  and  since  the  time  of  Lord  Cornwallis,  the 
principle  had  been  laid  down  by  the  British 
Government  of  India  that  no  position  of  responsi¬ 
bility  was  ever  to  be  given  to  any  Indian.  A 
monstrous  position  and  absolutely  in  the  teeth 
of  the  policy  that  Warren  Hastings  had  striven 
to  follow. 

In  1833  was  passed  one  of  the  first  Reform  Acts 
of  the  new  Liberal  Government,  in  which  they  laid 
down  this  as  a  vital  principle — that  no  bar  of  race, 
religion  or  colour  should  stand  between  a  man  and 
his  filling  any  post  for  which  he  was  fit. 

I  am  free  to  confess  that  we  did  not  altogether 
live  up  to  that  throughout  the  course  of  the  nine¬ 
teenth  century,  and  we  have  often  failed  in  it ,  but 
there  was,  at  any  rate,  clearly  laid  down  a  new 
principle  to  take  the  place  of  that  old  principle  of 
Toryism,  that  no  position  of  responsibility  should 
ever  be  permitted  to  an  Indian.  By  the  same  Act 
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we  reversed  another  thing.  Down  to  1833  the 
Governments  of  British  India  had  always  been 
careful  to  exclude  as  far  as  they  could  the  intellectual 
interests  and  influences  of  the  West  lest  they  should 
have  a  disturbing  effect  upon  the  minds  of  the 
Indian  peoples  ;  so  that  William  Carey,  the  British 
Baptist  missionary,  had  to  take  refuge  in  the  Danish 
Station  at  Serampore  because  the  British  Govern¬ 
ment  would  not  let  him  preach  and  work  freely. 
In  1833,  for  the  first  time,  free  admission  was  given 
to  Western  teachers  as  well  as  to  Western  merchants. 
Then  really  began  the  inrush — although  its  first 
beginnings  were  as  early  as  1819— of  Western  teachers, 
of  Western  science,  of  Western  political  ideas  which, 
working  gradually  through  three-quarters  of  a 
century,  have  produced  profound  effects  upon  India. 
For  a  long  time  it  was  slow  in  its  operation  ;  it 
moved  slowly  for  the  first  fifty  years,  then  more 
rapidly  in  the  last  twenty  years  of  the  nineteenth 
century,  then  most  rapidly  of  all  in  the  twentieth 
century. 

I  remember  coming  out  from  a  meeting  of  a 
Commission  in  Calcutta  with  a  great  Indian  Judge  ; 
we  had  been  talking  about  the  use  of  English 
literature  in  the  Indian  schools,  and  I,  among  others, 
had  been  saying  that  there  was  too  much  teaching 
of  the  odes  of  Keats  and  other  pieces  of  literature, 
the  whole  imagery  of  which  was  drawn  from  a  social 
life  and  landscape  necessarily  far  away  from  Indian 
circumstances.  The  Indian  Judge  said  with  heat, 
“  Do  not  touch  our  boys’  access  to  English  literature  ; 
it  is  the  literature  of  freedom  and  it  has  given  us  the 
idea  of  liberty.” 
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It  was  a  tremendous  and,  if  you  like,  a  dangerous 
revolution  that  was  begun  when,  among  peoples 
whose  ideal  had  been  the  ideal  of  self-abnegation, 
there  was  inserted  the  fermenting  yeast  of  the  idea 
of  liberty.  Its  results,  as  I  have  said,  are  dangerous. 
All  noble  adventures  are  dangerous.  The  ferment 
has  been  going  on  in  an  increasing  degree.  It  came 
from  us,  and  we  are  not  ashamed  of  it  ;  we  are  proud 
that  in  an  ancient  and  settled  and  stagnant  civilisa¬ 
tion  there  should  be  working  that  yeast.  Although 
it  may  lead  us  into  dangers,  we  are  not  afraid  of 
the  dangers  ;  we  will  face  them  —we  Liberals,  at 
any  rate — with  the  confidence  that  liberty  is  the 
cure  for  a  multitude  of  ills. 

It  is  worth  remembering  that  the  first  great 
scheme  for  something  like  an  effective  system  of 
education  in  India,  never  really  carried  out,  was 
due  to  a  Liberal  Minister,  Sir  Charles  Wood,  the 
grandfather  of  the  present  Viceroy,  who  has  ceased, 
unfortunately,  to  be  a  Liberal  in  name  though  in 
many  respects  he  is  a  Liberal  in  fact.  It  is  worth 
remembering,  again,  that  in  the  eighties  Lord  Ripon 
was  responsible  for  introducing  the  practice  of 
local  self-government  through  district  councils  and 
municipalities  as  the  best  way  of  providing  the 
Indian  people  with  training  in  the  practice  of  self- 
government  and  it  was  in  the  same  regime  that 
the  extremely  significant  turning-point,  the  agitation 
about  the  Ilbert  Bill  —which  turned  on  the  question 
of  whether  Indian  Judges  should  be  permitted  to 
judge  the  offences  of  Englishmen— was  also  raised. 
Then  in  1909  the  first  effective  co-operation  of 
Indians  on  a  representative  basis  in  the  system  of 
18 
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government  was  introduced  by  the  Morley-Minto 
scheme  ;  and  it  was  Mr,  Montagu,  a  Liberal,  who  in 
1919-20  introduced  the  great  experiment  on  which 
we  are  now  engaged.  I  am  not  going  to  say  that  I 
think  that  experiment  in  all  its  details  entirely  work¬ 
able  or  the  best  that  could  have  been  devised.  I 
think  the  task  of  finding  the  right  mode  of  advance 
towards  the  control  of  government  by  representation 
of  the  people’s  mind  in  a  community  such  as  India 
was  an  extremely  difficult  task,  and  if  I  may  be 
perfectly  frank,  I  do  not  think  it  was  set  about  in  the 
right  way ;  but,  at  any  rate,  it  was  an  honest  attempt, 
and  it  was  an  acceptance  of  the  view  that  progress 
towards  organised  self-government  is  something 
which  we  believe  to  be  the  only  ultimate  justification 
of  our  position  in  India.  The  task  is  incredibly 
difficult.  It  needs  infinite  patience ;  and  it  is  nonsense 
to  say  that  simply  by  passing  an  Act  to  enable  people 
to  put  marks  on  ballot  papers  you  get  the  essentials 
of  freedom.  You  do  not.  We  shall  need  infinite 
patience.  But  we  have  set  our  hands  to  a 
process  of  development  in  which  every  Liberal  is 
bound  to  believe,  and  we  shall  all  be  united  in 
going  forward  in  it,  remembering  always  that  in 
advancing  the  progress  of  public  and  popular 
co-operation  in  government  we  must  not  sacrifice 
that  reality  of  liberty  which  consists  of  security 
in  doing  what  you  wish  to  do  under  the  protection 
of  law. 

There  is  a  multitude  of  things  I  should  like  to 
say  upon  India.  The  guidance  of  India  through 
this  difficult  period  needs  an  extraordinarily  fine 
temper  on  the  part  of  the  guide.  I  do  not  think 
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there  would  be  much  hope  unless  the  temper  of  the 
guide  were  the  temper  of  Liberalism.  And  was  it 
not  a  fortunate  thing  for  India  and  for  us  that 
in  the  most  critical  period  of  that  great  experiment 
it  should  have  happened  to  be  a  great  Liberal,  Lord 
Reading,  who  was  the  Viceroy  ?  Only  his  patience, 
only  his  sense  of  realities,  and  only  his  real  ultimate 
belief  in  the  end  to  be  aimed  at,  could  have  guided 
India  through  that  difficult  pass. 

I  have  talked  only  generalities  about  India,  a 
subject  on  which  I  would  gladly  continue.  But  I 
must  now  go  on  to  deal  with  my  third  problem — 
the  problem  of  the  backward  peoples,  of  whom  we 
include  so  enormously  high  a  proportion  in  our 
Empire — mostly  included  during  the  last  quarter  of 
the  nineteenth  century,  and  mainly  by  the  activities 
of  Lord  Salisbury  and  the  eager  imperialists  of  that 
period,  of  whom  Mr.  Cecil  Rhodes  was  the  greatest. 
We  annexed  then  a  large  proportion  of  Africa,  the 
most  populous  and  fertile  parts  of  Africa.  But  we 
had  held  a  good  deal  of  it  before,  so  that  we  had 
more  experience  of  the  handling  of  backward  peoples 
than  any  of  the  European  peoples  who  entered  the 
race  for  external  dominion. 

The  history  of  European  relations  with  the  back¬ 
ward  peoples  of  the  world  falls  into  two  sharply 
marked  periods.  From  the  time  of  the  great 
explorations  at  the  end  of  the  fifteenth  century  down 
to  the  end  of  the  eighteenth  century  that  history  is 
simply  a  story  of  ruthless  and  pitiless  exploitation, 
the  worst  expression  of  which  was  the  slave  trade, 
the  most  iniquitous  abomination  that  has  ever 
dehled  human  activity.  Then  at  the  end  of  the 
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eighteenth  century  a  change  began.  The  change  was 
begun  through  religious  influences,  through  the 
evangelical  revival  that  largely  arose  out  of  Method¬ 
ism,  through  the  preaching  of  the  missionaries  who 
went  out  in  large  numbers  at  the  end  of  the  eighteenth 
century  and  at  the  beginning  of  the  nineteenth 
century,  and  through  the  activities  of  that  devoted 
band  of  Quakers  and  evangelicals  who  formed 
the  Slavery  Abolition  Society,  and  who  succeeded  in 
the  incredibly  small  space  of  twenty-two  years  in 
persuading  a  people  who  had  made  millions  of  money 
out  of  the  slave  trade — and  who  had  always  been 
accustomed  to  look  upon  it  as  a  perfectly  honest 
and  decent  branch  of  trade — to  abolish  it  alto¬ 
gether. 

But  a  bigger  change  came  in  1833  —notice,  again, 
that  significant  date  — the  first  year  of  the  first 
Liberal  Ministry.  There  was  then  passed  a  Bill  for 
the  freeing  of  all  existing  slaves  in  the  British 
Empire,  and  the  cost  was  borne  by  a  people  already 
burdened  with  the  cost  of  war  as  heavily  as  we  are 
burdened  to-day.  This  was  indeed  an  heroic  act. 
It  was  done  a  generation  before  the  America  people 
— who  had  inserted  in  their  Declaration  of  Indepen¬ 
dence  the  assertion  of  the  inalienable  right  of  all 
human  beings  to  freedom — it  was  done  a  generation 
before  they,  at  the  cost  of  civil  war  and  a  vastly 
greater  expenditure  than  would  have  bought  the 
freedom  of  every  slave,  succeeeded  in  freeing  their 
slaves.  We  did  it  quietly,  in  every  one  of  the 
British  colonies,  at  the  expense  of  the  British 
taxpayers.  But  we  did  not  find  enough  money  to 
satisfy  a  great  many  slave  owners.  We  did  not 
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find  enough  to  give  fair  compensation  for  the 
market  value  of  the  slaves  that  belonged  to  the 
Boers  m  South  Africa,  and  out  of  that  came  great  ' 
trouble.  That  was  the  beginning  of  the  trouble  )/ 
between  England  and  the  Boers ;  indeed,  down  to 
the  time  of  the  gold-rush  our  troubles  in  South/ 
Africa  mainly  arose  from  the  fact  that  we  had 
acquired  a  new  conscience  about  the  rights  of  back-  \ 
ward  peoples,  and  that  we  were  afraid  of  the  way  in  \ 
which  the  backward  peoples  would  be  treated  by  the 
Boers  of  South  Africa.  You  have  only  to  read  the 
life  and  the  travels  of  Livingstone  to  see  what  fears 
he  had  about  the  Boers’  treatment  of  natives  in 
South  Africa,  especially  after  his  own  personal 
experiences.  That  was  the  main  reason  for  all  the 
quarrels.  The  trek  of  the  Boers  in  1835  followed  the  / 
emancipation  of  the  slaves,  because  they  would  not 
have  anything  to  do  with  people  who  treated  niggers 
as  the  equals  of  white  men  ;  and  when  they  settled 
in  the  Transvaal  they  laid  down  the  rules  that  no 
member  of  the  London  Missionary  Society  should 
be  admitted  into  the  Transvaal,  and  that  negroes 
should  never  have  the  same  treatment  as  white  men. 

A  cleavage  had  arisen  between  the  Boer  people,  ' 
who  had  remained  in  the  seventeenth  century,  and 
ourselves,  who  had  had  our  attitude  transformed  by  ! 
the  coming  of  a  new  humanity,  thanks  mainly  to  the  i 
missionaries. 

That  was  the  beginning  of  a  change  in  the  whole 
attitude  of  the  British  Colonial  Office  towards  the 
backward  peoples,  and  it  led  to  some  things  that  have 
been  described  as  reactionary.  For  example,  we 
withdrew  the  rights  of  self-government  that  Jamaica 
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had  possessed  ever  since  the  seventeenth  century — 
we  actually  cancelled  them  in  Jamaica.  Why  ? 
Because  a  minority  of  planters,  who  had  been  slave 
owners,  could  not  really  be  trusted  to  exercise 
government  fairly  over  a  majority  consisting  of  their 
ex-slaves,  and  the  ex-slaves  were  not  yet  ready  to  be 
trusted  with  the  franchise.  So  there  was  a  set-back 
all  through  the  West  Indies  of  self-government 
under  Liberal  direction.  Why  ?  Because  Liberal 
statesmen  wanted  to  secure  freedom  for  the  backward 
peoples,  and  that  was  not  compatible  with  the 
exercise  of  complete  authority  by  white  planter 
minorities. 

It  is  an  extremely  interesting  thing  to  try  to 
trace  the  development  of  British  policy  in  regard 
to  the  backward  peoples  during  the  course  of  the 
nineteenth  century.  One  of  the  great  influences 
in  moulding  it  was  unquestionably  a  great  influence 
which  has  now  disappeared,  physically  and  very 
largely  morally  also — Exeter  HaU.  That  is  where  the 
Annual  Meetings  of  the  Missionary  Societies  used  to 
be  held — Annual  Meetings  to  which  people  came  from 
all  parts  of  the  country  and  received  from  the 
missionaries  whom  their  subscriptions  maintained 
reports  about  the  backward  peoples  all  over  the 
world  ;  and  the  pressure  of  a  Middle  Class  that  was 
still  religious  upon  a  Government  that  depended 
upon  Middle  Class  votes  was  quite  irresistible, 
and  probably  the  main  shaping  influence  in  the  new 
policy.  But,  after  all,  there  are  always  shaping 
influences,  and  the  Ministers  who  attempted  to 
frame  this  new  policy  were  in  the  main  Liberal 
Ministers. 


Liheyalisui  and  the  Empire  279 

The  new  policy  was  this:  that  in  all  backward 
countries  preponderately  inhabited  by  native  peoples 
the  interests  of  the  natives  was  the  prior  thing.  The 
old  practice  of  exploitation  must  disappear,  and  it 
rnust  be  replaced  by  a  more  generous  and  more  liberal 
view.  At  first  in  many  spheres  we  went  astray 
especmlly  in  South  Africa.  We  believed  so  much  in 
equality  of  rights  that  we  insisted  on  treating 
the  natives  exactly  on  the  same  footing  as  white 
men  ;  and  the  result  was  very  bad  for  them.  You 
have^  only  to  visit  South  Africa  and  compare  the 
position  and  temper  of  the  blacks  of  the  Western 
Cape  Colony  who  came  under  that  policy,  with  the 
blacks  of  the  Eastern  Cape  Colony,  or,  rather, 
Kaffraria,  and  the  Zulus  of  Zululand,  and  the 
Basutos,  to  see  how  ill-advised  that  policy  was.  Then 
followed  the  experiment  in  the  sixties  of  setting  up  a 
series  of  Native  States — Basutoland  is  a  surviving 
illustration  of  that.  These  experiments  are  all 
interesting,  but  I  have  trespassed  too  long  upon 
your  time  to  attempt  to  follow  them  out.  We  have 
been  feeling  our  way  all  the  time  towards  some 
means  of  solving  a  very  difficult  problem.  No  one 
will  pretend  that  we  have  yet  fuUy  solved  it.  But  at 
least  we  have  arrived  at  this,  that  the  true  attitude 
of  the  white  man  towards  backward  peoples  is 
neither  that  of  exploitation  nor  yet  that  of  asserted 
equality,  which  in  present  conditions  must  be  unreal ; 
but  that  the  true  relation  is  that  of  tutelage,  care¬ 
fully  protecting  all  the  sound  and  just  rights  of  the 
native  peoples  to  their  own  lands  and  to  their  own 
practices,  guiding  them  gently  into  a  new  way  of] 
civilisation,  and  the  Government  regarding  itself 
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always  as  the  trustee,  primarily  for  their  rights,  and, 
secondarily,  for  the  rights  of  the  whole  civilised 
community  to  have  access  to  the  sources  of  wealth 
of  the  world. 

I  will  conclude  by  saying  that  we  have  not  found 
a  solution  for  the  problem  of  the  native  populations, 
and  even  the  principle  of  tutelage  is  not  safe — 
as  the  recent  history  of  Kenya  Colony  will  show. 
Liberalism  has  contributed  greatly  to  the  exploration 
of  this  immense  problem,  the  finding  of  a  workable 
mode  of  life  as  between  the  whites  and  the  backward 
peoples.  It  has  contributed  immensely  without 
having  yet  found  its  solution  ;  but  even  to  hold  what 
it  has  already  done.  Liberalism  has  to  be  continually 
watchful  lest  such  dangers  as  we  have  perceived  in 
Kenya  may  be  extended  to  other  spheres.  That 
task,  like  the  Indian  task,  is  still  only  at  its  begin¬ 
ning.  It  is  not  for  me  to  try  to  divine  solutions  of 
vast  world  problems  such  as  these.  And  is  there  any 
greater  or  more  difficult  world  problem  than  the 
problem  of  finding  a  proper  relationship  between  the 
new  civilisation  of  the  West  and  the  ancient  civilisa¬ 
tion  of  India,  or  that  of  finding  a  proper  relationship 
between  the  white  peoples  and  the  backward 
peoples  ?  These  are  the  most  difficult  of  all  world 
problems  to-day.  I  am  not  going  to  pretend  that 
we  have  found  a  solution.  But  I  do  know  this,  that 
when  one  looks  back  over  the  history  of  one  hundred 
years,  nothing  stands  forth  more  clearly  than  that  the 
guidance  of  the  spirit  of  Liberalism  is  the  only 
safeguard,  the  only  thing  which  has  enabled  us  to 
make  such  progress  as  we  have  made,  and  that  if 
we  abandon  that  guide,  these  baffling  problems. 
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which  are  problems  that  affect  the  future,  not  only 
of  the  British  Empire,  but  of  the  whole  world,  will 
defeat  us  altogether.  The  hope  of  the  world,  quite 
as  much  as  the  hope  of  England,  lies  to-day  in  a  revival 
of  the  Liberal  spirit. 
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“THE  INTERNATIONAL  OUTLOOK” 

An  Address  delivered  by  Mr.  H.  Wilson  Harris  to  the  London 
Liberal  Candidates  Association  at  the  National  Liberal  Club,  White¬ 
hall  Place,  S.W. ,  on  April  6th,  1927. 

Chairman  :  The  Rt.  Hon.  Sir  Francis  D.  Acland,  Bart. 

Some  two  or  three  years  ago  it  was  my  fate  to  be 
invited  to  make  a  few  inconsequent  remarks  at  the 
close  of  a  discussion  on  international  affairs  which 
was  to  be  opened  by  the  Marquess  Curzon  of  Kedles- 
ton,  who  was  at  that  time  Foreign  Secretary. 
Realising  that  I  could  have  nothing  of  the  smallest 
value  to  contribute  by  the  time  that  majestic  presence 
had  swept  across  the  field,  it  seemed  to  me  that  I 
could  at  least  recall  with  some  appropriateness  the 
story,  which  I  expect  is  familiar  to  you  all  here, 
of  how  Mr.  Gladstone,  at  the  height  of  his  Land 
Campaign,  was  told  that  a  certain  Irish  peer,  whom 
we  may  call  Lord  Clongloch,  could  contribute  a 
good  deal  of  information  of  value  on  the  subject ; 
and  accordingly  instructed  his  secretary  to  invite 
him  to  dinner.  Unfortunately  the  secretary,  as  all 
secretaries  sometimes  will,  made  a  slight  mistake, 
and  sent  the  invitation  to  a  brother  peer.  Lord 
Clontarf,  whose  interests,  as  it  so  happened,  lay  in 
spheres  very  far  removed  from  serious  politics.  Lord 
Clontarf  accepted,  greatly  flattered  by  being  asked 
to  dinner  at  lo  Downing  Street,  and  duly  came. 
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When  the  claret  was  passed,  he  filled  his  glass  and 
emptied  it  and  filled  it  again,  and  when  at  a  later 
stage  the  port  decanter  reached  him,  it  stayed  there. 
Mr.  Gladstone  was  in  the  meanwhile  holding  forth 
with  unabated  vigour,  but,  realising  that  after  all  he 
had  asked  his  guest  there  to  speak  and  not  to  be 
spoken  to,  he  put  an  earnest  question — “  And  what. 
Lord  Clongloch,  is  your  opinion  of  the  condition 
of  Ireland  ?  "  to  which  Lord  Clongloch  rejoined 
concisely,  and  without  hesitation,  “  Bloody  awful.” 
It  seemed  to  me,  on  the  occasion  I  am  speaking 
about,  that  in  a  discussion  on  international  affairs 
that  story  might  be  introduced  without  any  undue 
inappropriateness.  Unhappily  I  was  not  the  only 
person  whom  that  thought  struck.  When  Lord 
Curzon  rose  his  opening  sentence  was  as  follows  : 
"  It  has  seemed  to  me  that  I  might  recall  to-night 
the  story  of  how  Mr.  Gladstone,  at  the  height  of 
his  Land  Campaign,” — and  so  forth.  So  my  one 
ewe  lamb  was  slaughtered  relentlessly  before  my 
eyes.  That  story  shows,  at  any  rate,  what  was  the 
opinion  of  the  highest  official  authority  in  this  land 
on  the  then  international  outlook,  and  we  may  with 
some  advantage  ask  ourselves  whether  the  situation 
has  in  any  way  improved  in  the  two  or  three  years 
that  have  elapsed  since  that  time.  The  situation 
then  was  described  as,  to  say  the  least,  deplorable. 
Can  we  assure  ourselves,  as  we  look  round  the  world, 
that  there  is  any  more  ground  for  encouragement 
now  ? 

As  to  the  subject  itself  on  which  I  have  been 
asked  to  speak,  ”  the  international  outlook  ”  at 
large — no  one  can  complain  that  it  does  not  give  a 
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speaker  scope.  I  think  it  is  obvious,  in  view  of  the 
time  that  I  propose  to  occupy,  that  it  will  be  neces¬ 
sary  to  find  some  means  of  circumscribing  the  subject, 
by  gradually  weeding  out  some  of  the  outlying 
features  and  concentrating  on  those  that  seem  to  be 
most  important.  Before  I  proceed  to  that  rather 
drastic  surgical  operation,  I  think  it  is  necessary  to 
say  this.  ^  It  may  be  a  lamentable  fact,  but  I  am 
afraid  it  is  quite  an  indisputable  fact,  that  we  are 
bound  still  to  consider  this  subject  primarily  in 
terms  of  war  and  danger  of  war.  I  believe  that  is 
the  inevitable  spirit  in  which  we  must  approach  a 
subject  of  this  kind,  the  international  outlook. 
\^'hat  we  want  to  know  still  is,  whether  there  are 
prospects  which  point  towards  war  or  whether  there 
are  prospects  which  point  towards  peace.  Of  course, 
we  are  still  only  some  eight  to  nine  years  from  the 
conclusion  of  the  Great  War,  and  we  have  not 
reached,  it  seems  to  me,  the  time  at  which  we  can 
discard  this  thought  of  the  peril  of  war  all  round  us 
and  ask  ourselves  the  much  more  encouraging  and 
constructive  question,  as  to  :  whether  international 
co-operation  can  now  develop,  whether,  with  the 
peril  of  war  now  removed,  the  nations  are  working 
together  as  they  might  work,  and  by  that  co¬ 
operation  are  producing  that  international  outlook 
which  we  desire.  I  may  be  wrong  in  my  diagnosis, 
but  that  is  how  I  see  the  conditions,  and  therefore  I 
want  to  say  quite  frankly  that  for  the  most  part 
what  I  want  to  say  to-night  is  on  the  question  of  how 
far  we  are  gradually  moving  away  from  the  danger 
of  war  and  how  far  the  world  is  succeeding  in  build¬ 
ing  up  and  consolidating  a  fabric  of  peace. 
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Now  for  the  circumscribing  of  our  subject,  I 
propose,  first  of  all,  rather  drastically  perhaps, 
practically  to  discard  the  New  World.  The  New 
World  was  called  into  existence  at  one  particular 
historic  stage  in  our  career  to  redress  the  balance  of 
the  Old.  I  am  afraid  we  must  now  take  leave  of  it — 
for  this  reason,  that,  so  far  as  the  peace  of  the  world 
is  concerned,  it  does  not  appear  to  me  that  any 
events  which  are  in  progress  in  the  New  World,  or 
any  events  which  are  visibly  imminent  in  the  New 
World,  are  calculated  to  disturb  the  peace  of  nations. 
The  American  continent.  North  and  South,  is  full  of 
extraordinarily  interesting  problems.  If  we  were  to 
start  at  Canada  in  the  north  and  come  down  to  the 
Argentine  Republic  in  the  south,  we  should  find  at 
almost  every  frontier  that  we  crossed  some  subject 
which  would  occupy  our  attention.  We  have  that 
great  object-lesson  of  the  undefended  boundary  of 
3,000  miles  between  Canada  and  the  United  States. 
We  have  an  object-lesson  there  in  what  security 
means.  It  has  always  been  perfectly  obvious  to 
every  Canadian  that,  if  the  United  States  wanted  to 
invade  Canada,  it  had  simply  got  to  do  it,  and  yet 
no  Canadian  is  under  the  smallest  apprehension  that 
that  is  going  to  happen.  That  is  the  kind  of  security 
which  we  have  not  yet  begun  to  look  for  on  the 
frontiers  of  Europe. 

Then,  going  further  south,  we  have  a  very  difficult 
and  interesting  situation  in  Mexico,  a  situation 
which  is  not  auspicious  for  the  maintenance  and 
existence  of  peace,  but  not  a  situation  which 
threatens  the  peace  of  the  external  world.  It  is 
an  affair  between  the  United  States  and  Mexico,  and 
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however  regrettable  any  occurrence  may  be  that 
may  take  place  there,  it  is  not  in  any  sense  a  world 
problem,  nor  one  affecting  us  in  this  hemisphere. 
So  far  as  South  America  is  concerned,  we  have  there 
a  continent  which  is  practically  free  from  war 
those  Latin  republics  are  in  different  stages  of 
political  development  and  in  different  stages  of  social 
development,  but  they  have  carried  the  principles 
and  practice  of  arbitration  very  far  indeed.  I  was 
talking  last  year  to  the  Uruguayan  Minister  in  Paris, 
who  is  the  representative  of  his  country  (or  was  then) 
on  the  Council  of  the  League  of  Nations,  and  he  told 
me  that  the  last  war  between  two  South  American 
nations  was  the  war  from  1879  1882  or  1883 

between  Chile  and  Peru,  That  is  a  record  to  which 
we  in  Europe  may  look  with  some  envy  and  ad¬ 
miration. 

Then  there  is  the  interesting  relationship  between 
the  United  States  and  the  Latin  republics  in  America 
generally.  Those  Latin  republics  look  with  a  cer¬ 
tain  amount  of  suspicion  towards  the  United  States 
of  America  :  they  resent  her  political  dominance, 
and  they  resent  equally  her  financial  penetration. 
Undoubtedly  one  of  the  reasons  why  the  Latin- 
American  republics  remain  for  the  most  part  con¬ 
stant  members  of  the  League  of  Nations  is  that  they 
feel  that  that  gives  them  a  certain  locus  standi 
against  their  powerful  northern  neighbour.  The 
whole  question  of  the  financial  penetration  of  Latin 
America  by  United  States  capital  is  another  inter¬ 
esting  problem — which,  however,  does  not  directly 
affect  the  peace  of  the  world.  Therefore,  drastic 
though  the  step  may  appear  to  be,  I  am  going  to 
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ask  your  permission  to  leave  the  New  World  at 
that.  We  cannot  quite  say  Good-bye  to  the  United 
States  of  America.  There  are  other  world  problems 
which  we  shall  have  to  glance  at  which  do  involve 
the  United  States.  But  broadly  speaking,  it  may 
be  accepted  as  a  fact  that  the  problems  of  the  New 
World  are  not  likely  to  disturb  the  peace  of  the  Old 
World. 

Let  us  consider  one  or  two  of  the  outward 
contacts  of  the  Western  Hemisphere.  Let  us  con¬ 
sider  the  contacts  of  the  United  States  of  America 
across  the  Pacific.  It  is  quite  clear  that  the  Pacific 
Ocean,  despite  its  name,  is  one  of  the  possible  future 
battlegrounds  of  the  world.  I  do  not  think  myself 
that  it  is  likely  to  be,  but  certainly  no  one  can 
consider  the  possibilities  of  the  situation  without 
recognising  that  certain  countries  bordering  on  the 
Pacific — the  United  States  of  America,  Japan,  Aus¬ 
tralia,  China — are  concerned  with  problems  in  which 
their  respective  interests  may  very  easily  clash. 
That  was  recognised  at  the  Washington  Conference 
of  1921  and  1922,  and  though  we  remember  that 
Conference  mainly  on  account  of  the  work  that  was 
done  in  constructing  and  effecting  an  agreement 
for  the  limitation  of  naval  tonnage  (which,  narrow 
as  were  its  limits,  remains,  so  far  as  I  know,  the 
only  effective  disarmament  agreement  in  the  history 
of  the  modern  world),  it  is  necessary  to  remember 
at  the  same  time  that  another  important  part  of 
its  work  was  the  drafting  and  the  signature  of  a 
pact  governing  the  Pacific  Ocean,  a  pact  whereby 
four  nations  concerned  in  that  sphere,  three  of  them 
greatly  concerned  and  one  only  slightly  concerned 
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— the  United  States,  Great  Britain  and  Japan,  to¬ 
gether  with  France — agreed  to  preserve  for  the  next 
ten  years,  and  for  as  long  a  time  thereafter  as  they 
were  content  to  continue  the  agreement,  the  status 
quo  as  regards  what  is  called  their  insular  possessions. 
That  means  that  any  cause  of  war  arising  out  of 
aggression  on  any  of  the  Pacific  Ocean  possessions  of 
the  different  Powers  appears  to  be  removed.  It  is 
not  a  very  watertight  pact  as  purists  might  regard 
it.  It  simply  states  that  in  case  of  an  attempted 
aggression  either  by  one  of  the  Powers  or  by  some 
outside  state,  the  other  parties  will  take  counsel 
together  as  to  the  measures  which  are  to  be  con¬ 
certed.  But  the  pact  undoubtedly  is  of  value,  and 
therefore  we  need  not  stop  so  long  as  we  should 
otherwise  have  to  do  over  what  may  be  termed  the 
problem  of  the  Pacific  Ocean. 

At  the  same  time,  there  are  grave  problems  in 
that  region,  and  it  would  be  foolish  of  us,  in 
attempting  to  survey  the  international  outlook 
generally,  to  ignore  them.  A  great  deal  of  somewhat 
alarmist  nonsense  is  talked  about  the  intentions 
of  Japan.  There  have  been  obvious  moments  of 
tension  between  Japan  and  the  United  States,  and 
there  has  been  talk  of  tension,  rather  than  tension 
itself,  between  Japan  and  the  British  Dominion 
of  Australia.  It  is  not  necessary  to  go  into  the 
exact  details  of  the  controversy  that  has  arisen 
between  the  United  States  and  Japan.  I  think 
anyone  who  views  that  situation  with  an  unbiassed 
mind  will  feel  that  Japan  has  come  out  of  the 
controversy  with  a  great  deal  of  credit  to  herself. 
It  is  entirely  within  the  rights  of  the  United  States 
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to  decide  what  laws  they  may  make  as  regards 
immigration,  and  Japan  has  fully  recognised  those 
rights.  I  think  that  she  feels  a  certain  sense  of 
injustice,  but  she  has  accepted  with  dignity  and 
grace  the  decision  of  the  United  States.  When  we 
consider  the  possibility  of  trouble  over  the  attempted 
Japanese  immigration  into  Austraha,  the  first  thing 
that  has  to  be  said  is  that  so  far  as  I  am  aware 
Japan  has  so  far  shown  no  signs  whatever  of  stirring 
up  that  trouble.  It  is  rather  a  striking  fact  that  by 
a  kind  of  tacit  “  gentleman’s  agreement  ”  between 
Japan  and  Australia,  Austraha  has  imposed  a  quite 
fantastic  immigration  test  which  does  not  offend 
the  dignity  of  the  Japanese.  They  are  not  able  to 
get  into  Australia,  but  they  do  not  complain  of 
their  exclusion  in  the  way  that  they  have  com¬ 
plained  of  their  exclusion  from  the  United  States 
and  of  the  treatment  of  their  nationals  who  are 
already  in  the  United  States.  At  the  same  time,  I 
think  we  have  to  face  this  fact,  that  if  it  is  to  be  a 
choice  between  a  white  Austraha  and  an  Austraha 
that  is  not  white,  our  Dominion  kinsmen  are  no 
doubt  perfectly  within  their  rights  in  deciding  that 
their  country  shall  be  white.  But  it  seems  to  me 
they  are  adopting  a  position  that  it  is  very  difficult 
to  defend  if  they  decide  that  their  country  shall  be 
at  the  same  time  white  and  empty.  If  there  is  not 
to  be  proper  immigration  into  Austraha,  if  there  is 
to  be  a  mere  fringe  of  inhabitants  round  the  sea¬ 
board,  and  vast  empty  tracts  and  spaces  which 
could  be  cultivated  by  an  industrious  race,  that  is 
a  position  which  it  would  be  very  difficult  to  defend. 
I  think,  on  looking  into  the  future,  we  have  to  bear 
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that  position  in  mind  ;  but  so  far  as  the  present  is 
concerned  I  do  not  myself  see  the  prospect  of  serious 
trouble  arising  with  regard  to  immigration  diffi¬ 
culties  between  Australia  and  Japan.  Therefore,  I 
do  not  propose  to  say  any  more  about  the  Pacific 
Ocean,  and  I  do  not  propose  to  say  any  more  about 
Australasia  generally,  because  whatever  problems 
arise  there,  they  are  not  problems  which,  as  it 
appears  to  me,  at  all  events,  are  problems  which 
are  likely  to  trouble  the  peace  of  the  world. 

Then,  proceeding  not  quite  geographically  but  in 
an  order  which  enables  me  to  dispose  of  another 
continent  rather  summarily,  I  intend  to  say  little 
to-night  about  the  continent  of  Africa.  That  is  not 
because  the  problems  of  Africa  are  not  extraordinarily 
interesting.  The  racial  problems  that  arise  there 
are  perhaps  as  important  as  any  that  this  Empire 
is  likely  to  have  to  deal  with  in  the  next  half-cen¬ 
tury.  They  are  problems  which  throw  an  enormous 
responsibility  on  us.  We  shall  have  to  be  broad¬ 
minded.  We  shall  have  to  be  patient.  And  we 
shall  have  to  be  prepared  in  some  cases  to  champion 
the  rights  of  the  native  inhabitants  of  Africa  against 
the  colonists  who  have  gone  forth  from  our  midst. 
But  these  are  problems  inside  the  continent  of 
Africa.  There  is  no  imminent  clash,  so  far  as  I  can 
see,  between  European  states  who  have  interests 
in  the  continent  of  Africa,  except  perhaps  (and  it 
may  be  an  important  exception)  along  the  northern 
seaboard.  Along  the  whole  of  the  northern  sea¬ 
board  of  Africa  there  is  a  series  of  possessions  or 
protectorates  of  European  States  no  one  of  which 
can  be  said  to  be  in  a  final,  stable  condition.  You 
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can  begin  in  the  west  with  Morocco,  and  you  can 
end  in  the  east  with  Egypt,  taking  in  between 
Tunis  and  Tripoli,  and,  if  you  like,  going  a  httle  into 
the  hinterland,  to  consider  the  question  of  Abyssinia. 
But  Abyssinia  has  in  a  rather  curious  way  joined 
the  League  of  Nations,  and  as  a  member  of  the 
League  of  Nations  its  problems  can  be  handled  to 
its  own  advantage  and  for  its  own  protection  through 
the  machinery  of  the  League,  and  they  therefore 
are  much  less  likely  than  they  otherwise  might  have 
been  to  disturb  the  peace  of  the  world.  As  a 
matter  of  fact,  only  last  year  there  was  not  so 
much  a  clash  of  interests,  as  what  seemed  to  some 
of  us  a  somewhat  sinister  form  of  co-operation 
between  two  European  powers.  Great  Britain  and 
Italy,  which  might  have  operated  to  the  detriment 
of  Abyssinia.  Abyssinia  laid  the  matter  before  the 
League,  the  two  Powers  gave  hurried  but  earnest 
explanations,  and  such  menace  as  there  was  to 
Abyssinia  seems  largely  to  have  been  averted. 

But  along  the  northern  seaboard  the  problems  are 
different.  There  is  an  important  conference  going 
on  now  in  Paris  between  Spain  and  Prance  over  the 
situation  in  Tangier,  that  small  but  difficult  storm- 
centre  which  has  been  an  unsettled  element  at  any 
rate  for  the  last  twenty  years.  There  is  a  serious 
problem  which  may  arise  at  any  moment  in  Tunis, 
which  is  a  Trench  protectorate,  but  in  which  Italian 
settlers  outnumber  the  Trench  by  three  to  one — 
and  Tunis  is  nearer  to  Italy  than  it  is  to  France. 
Then  there  is  Tripoli,  in  Italian  hands,  where  a  little 
trouble  is  reported  to-day  with  the  tribes.  And 
there  is,  of  course,  Egypt.  Egypt  has  always  been 
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in  an  anomalous  constitutional  position.  At  the 
present  moment  it  appears  to  be  comparatively 
peaceful,  but  the  particular  points  of  controversy 
which  exist  between  this  country  and  Egypt  remain 
unsettled.  No  agreement  has  been  reached  as  to 
the  stationing  of  a  body  of  British  troops  in  Egypt 
for  the  protection  of  British  communications  with 
the  East  and  the  defence  of  the  Suez  Canal  or  as 
regards  responsibility  for  the  protection  of  foreigners 
if  extra-territoriality  is  abolished.  But  here  again, 
the  problems  of  Egypt  are  local  problems.  They 
concern  mainly  this  country  and  Egypt.  They  do 
not  promise  to  disturb  the  peace  of  the  world,  and 
so  with  your  permission  I  will  leave  Africa. 

And  now  we  come  to  Asia.  There  we  are  faced 
with  the  very  difficult  task  of  trying  to  distinguish 
between  temporary  factors  of  unsettlement  and 
permanent  factors  of  unsettlement,  and  I  think  it 
would  defy  the  most  experienced  politician  at  the 
present  moment  to  draw  a  clear  line  between  the 
two.  I  will  venture,  taking  a  course  which  I  dare  say 
will  throw  me  into  opposition  with  a  great  many 
in  this  room,  to  suggest  that  the  difficulties  between 
this  country  and  other  European  countries  and 
China  belong  rather  to  the  temporary  than  to  the 
permanent  order.  We  do  not  know  how  China 
precisely  is  going  to  evolve.  We  do  not  know 
whether  the  Nationalists  are  going  finally  to  sub¬ 
merge  the  northern  Government  (if  there  be  a 
government)  and  the  northern  troops,  and  con¬ 
stitute  themselves  an  effective  government  of  China. 
We  do  not  know  whether  the  permutations  and 
combinations  that  have  been  in  progress  ever 
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since  the  Chinese  Revolution  of  1911  are  at  last  to 
have  an  end,  or  whether  they  will  continue  in  one 
form  or  another,  keeping  China  in  a  condition  of 
continuous  unsettlement  for  another  ten  or  fifteen 
years.  But  as  far  as  China’s  relations  with  us  are 
concerned,  they  are  after  all  confined  to  comparatively 
narrow  limits.  There  is  the  question  of  extra¬ 
territorial  rights — whether  Englishmen  in  China  are 
to  be  tried  by  Chinese  laws  and  Chinese  judges  or 
by  English  consular  judges — and  there  is  the  ques¬ 
tion  as  to  China’s  right  to  impose  whatever  tariffs 
she  chooses  on  our  goods.  We  have  conceded  the 
tariff  principle,  and  all  that  remains  is  to  put  the 
agreement  in  order.  No  one  imagines  that  this 
country  is  going  to  war  with  China,  and  by  “  war  ” 
I  mean  war — not  the  sending  out  of  20,000  troops 
to  Shanghai — in  order  to  decide  the  right  of  our 
subjects  in  China  to  be  tried  by  English  judges 
instead  of  by  Chinese  judges.  I  cannot  believe  for 
one  moment  that  anything  that  is  happening  in 
China  to-day  has  in  it  the  seeds  of  real  war  between 
China  and  this  country,  and  therefore,  at  the  peril 
of  differing  from  some  of  those  in  this  room,  I  am 
going  to  place  the  Chinese  situation  in  the  category 
of  temporary  factors  of  unsettlement  rather  than 
in  that  of  permanent  factors. 

If  that  is  temporary,  what  are  the  permanent 
factors  ?  To  begin  with,  there  is  the  very  difficult 
situation  in  which  Japan  finds  herself.  I  shall 
want  to  mention  Japan  again  in  discussing  this 
same  problem  when  we  come  to  Europe.  It  is 
the  very  grave  problem  with  which  two  or  three 
countries  in  particular  in  the  world  are  confronted. 
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countries  with  a  rapidly  expanding  population  and 
with  no  territory  of  their  own  on  which  to  plant 
that  population.  It  is  not  a  question  of  going  into 
the  actual  population  statistics  of  a  country  like 
Japan  or  Italy,  or  one  or  two  of  the  other  countries 
that  can  be  named.  Actual  statistics  would  not 
tell  the  story,  because  you  would  be  balancing  a 
certain  number  of  millions  of  population  against  a 
certain  area  in  square  miles,  and  then  you  would 
have  to  make  allowance  for  the  nature  of  those 
square  miles  and  for  the  uncultivable  portions  of 
Japan,  the  volcanic  and  mountainous  parts,  for 
example.  But  everyone  recognises  that  the  problem 
of  Japanese  emigration  is  a  very  serious  one.  Where 
is  Japan  going  to  find  her  outlets  ?  She  has  China 
close  at  hand,  but  China  is  not  a  great  temptation 
to  her,  because  China  herself  is  overcrowded.  She 
is  colonising  Korea  already.  But  her  most  obvious 
area  of  penetration  appears  to  be  Manchuria,  and 
as  she  penetrates  Manchuria  and  up  the  few  railways 
that  exist  in  those  regions  she  is  going  to  be  brought 
into  contact,  and  it  may  be  into  conflict,  with  a 
Russia  which  was  formerly  Tsarist  and  is  now 
Soviet,  but  whose  foreign  policy  to-day  is  very  much, 
in  its  essentials,  what  the  foreign  policy  of  Russia 
then  was,  because  foreign  policy  is  determined 
largely  by  circumstances,  and  the  circumstances 
there  have  not  very  greatly  changed.  I  think  those 
students  of  Asiatic  affairs  who  look  for  a  possible  clash 
between  Japan  and  Russia,  while  they  are  prophets 
of  iU,  are  prophets  who  can  claim  a  good  many  solid 
arguments  to  fortify  their  predictions.  Perhaps, 
therefore,  one  of  the  points  to  which  we  should  look 
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with  most  anxiety  is  the  territory  north  of  China, 
where  Japan  is  expanding,  where  she  is  conducting 
her  affairs  with  very  great  success,  where  she  has 
banks  to  finance  industrial  operations,  and  where 
there  is  every  temptation  to  spread,  even  in  spite  of 
the  fact  that  her  expansion  may  bring  her,  certainly 
into  contact,  and  possibly  into  conflict,  with  a  great 
European  and  Asiatic  power,  namely,  Russia. 

There  are  larger  problems  in  Asia,  problems  about 
which  it  is  very  difficult  to  obtain  accurate  informa¬ 
tion  and  still  more  difficult  to  arrive  at  a  sure  con¬ 
clusion.  We  hear  sometimes  talk  of  a  pan-Asiatic 
movement.  I  suppose  a  pan- Asiatic  movement  is 
a  possibility.  We  have  alarmist  pictures  painted 
of  a  possible  and,  from  our  point  of  view,  disastrous 
co-operation  between  discontented  sections  in  China 
and  discontented  sections  in  India,  drawing,  it  may 
be,  certain  assistance  from  Japan.  I  think  it  is 
difficult  to  provide  ascertained  facts  to  furnish  any 
basis  for  those  fears,  but  of  course  the  possibility  is 
there,  and  the  lesson  that  the  possibility  has  for  us 
is  that  that  is  one  more  reason  why  we  should  look 
with  the  most  earnest  scrutiny — I  will  not  say 
anxiety — at  the  conduct  of  the  government  of  India. 
If  there  is  serious  Indian  discontent,  if  the  non- 
co-operation  movement  and  other  movements  against 
the  Government  gather  force,  there  will  undoubtedly 
be  a  great  temptation  to  seek  for  outside  assistance, 
and  it  is  by  no  means  impossible  that  that  assistance 
will  be  found.  Happily,  at  the  present  moment  in 
the  new  Legislative  Assembly  of  India  there  has 
been  an  increasing  evidence  of  co-operation  between 
the  British  members  of  the  Assembly  and  the  Indian 
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elected  members,  and  if,  as  may  be  hoped,  we  go 
forward  on  the  appointed  course  to  a  reconsideration 
of  the  whole  constitutional  position  in  India  not 
later  than  the  year  1929,  then  I  think  there  is  some 
ground  for  optimism  with  regard  to  the  future  of 
India.  And  if  that  is  so,  then  the  fears  with  regard 
to  the  pan-Asiatic  movement  become  correspondingly 
less  serious.  Finally,  there  is  one  element  of  the 
Asiatic  situation  on  which  I  should  like  to  say  a 
word  before  I  leave  it ;  that  is,  with  regard  to  the 
position  of  Japan  in  the  League  of  Nations.  I  think 
Japan  prizes  her  position  as  having  a  permanent 
seat  on  the  League  of  Nations’  Council ;  she  has 
gained  that  seat  as  the  result  of  her  attitude  and  the 
conduct  of  her  affairs  during  the  War,  and  as  one 
who  has  had  an  opportunity  of  observing  the  League 
in  its  working  at  close  quarters  I  would  like  to  pay 
a  tribute  to  the  conspicuous  loyalty  that  Japan  has 
invariably  shown  to  the  League  of  Nations.  She 
has  signed  its  labour  conventions,  though  most  of 
them  were  directed  to  meeting  European  conditions 
very  different  from  those  prevailing  in  Japan.  She 
has  in  several  important  respects  effected  the  most 
valuable  and  necessary  reforms  in  her  industrial 
system  as  the  result  of  signing  those  conventions; 
and  with  regard  to  political  questions  the  Japanese 
representative.  Viscount  Ishii,  has  shown  great 
impartiality  and  has  filled  a  most  valuable  role  in 
reconciling  differences  in  which  he  and  his  country 
had  no  direct  interest  or  concern.  And  I  would 
venture  to  claim,  and  I  firmly  hope,  that  Japan’s 
loyalty  to  the  League  of  Nations  and  the  value  which 
she  places  upon  the  part  she  plays  in  the  League 
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are  factors  which  in  themselves  work  for  peace  in 
Asia. 

Now,  having  ruled  out  most  of  the  world,  we 
come  back  to  the  continent  in  which  we  have  the 
good  or  the  ill  fortune  to  live.  Here  again  I  am  going 
to  begin  with  a  drastic  cut,  a  cut  which  affects  about 
half  Asia  and  about  a  third  of  Europe,  a  cut  which 
includes,  except  for  certain  purposes,  the  whole  of 
the  Union  of  Soviet  Socialist  Republics.  I  make 
that  cut  simply  because  in  spite  of  all  that  has  been 
written  and  spoken  (including  a  good  deal  that  had 
much  better  not  have  been  written  and  spoken) 
about  Russia,  I  do  not  believe  that  the  facts  within 
the  reach  of  the  average  man  form  a  basis  for  any 
decisive  or  accurate  judgment  of  the  Union  of  Soviet 
Republics.  It  is  a  vast  problem,  and  I  do  not  know 
how  it  can  be  tackled  now  in  the  present  spirit  of 
the  Soviet  republics.  I  am  inclined  to  think  that 
a  waiting  policy  is  the  right  one  to  adopt.  Whatever 
one  may  think  of  Russia,  she  is  certainly  evolving, 
and  whatever  she  may  become  in  ten  years’  time, 
she  is  not  that  to-day.  In  view  of  the  extraordinary 
difficulty  of  predicting  what  the  evolution  of  Russia 
will  be  in  the  next  few  years,  I  certainly  would  not 
like  to  venture  to  project  myself  into  the  future 
and  try  to  adjust  the  international  outlook  in  relation 
to  the  position  in  which  Russia  may  be,  say,  five 
years  hence.  Of  course,  what  we  have  to  decide  is 
the  right  policy  towards  Russia  to-day.  It  is  a 
very  large  and  controversial  question  to  enter  into, 
merely  to  discuss  the  restricted  question  of  the 
policy  which  our  own  country  ought  to  adopt 
towards  Russia.  With  regard  to  international 
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politics,  I  feel  that  the  line  is  clear.  A  friend  of  mine 
in  the  Foreign  Office  said  to  me  several  years 
ago  that  the  two  great  antagonisms  in  Europe — 
not  emphasising  the  word  “  antagonism  ”  unduly — 
were  Russia  and  the  League  of  Nations — antagonisms 
of  fundamental  ideas,  the  one  working  for  revolu¬ 
tionary  change,  the  other  standing  for  stability  and 
order.  You  can  trace  that  contrast  out,  and  I 
think  you  will  find  that  it  is  valid.  I  think  it  may 
be  necessary,  in  view  of  our  ignorance  as  to  the 
policy  and  intentions  of  Russia,  while  adopting  a 
waiting  attitude  towards  Russia,  to  adopt  also  a 
defensive  attitude,  but  it  is  absolutely  essential,  not 
merely  that  that  defensive  attitude  should  not  he 
aggressive,  but  that  it  should  not  even  seem  to  he 
aggressive  or  provocative.  That  is  why  I  believe 
that  the  one  attitude  to  adopt  towards  Russia  is 
one  of  loyalty  to  the  League  of  Nations  and  of 
strengthening  the  League  of  Nations.  The  door  for 
Russia  to  enter  is  always  open.  The  attitude  of  the 
League  towards  Russia  is  not  provocative  or  aggres¬ 
sive  ;  it  is  simply  defensive.  The  League  is  a  coali¬ 
tion  of  States  which  have  resolved  to  live  and  work 
together  in  a  certain  way,  and  it  is  ready  to  welcome 
Russia  the  moment  she  is  prepared  and  desirous 
to  live  in  that  way.  And  so  again,  if  I  may  take 
leave  to  discard  Russia,  it  is  because  I  think  we 
stand  for  a  League  of  Nations  policy — not  against 
Russia,  but  in  relation  to  Russia — waiting  meanwhile 
till  the  situation  becomes  clear. 

Now  let  me  say  what  I  want  to  say  about  the 
problem  which  after  all  concerns  us  most,  because. 
World  Empire  although  we  may  be,  we  are  after  all 
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a  European  State,  and  we,  in  this  particular  section 
of  our  Empire,  are  more  directly  concerned  with 
certain  countries  on  the  continent  of  Europe  than 
we  are  with  our  more  remote  Dominions.  There  is 
this  to  be  said  about  Europe  as  a  whole  which  could 
not  be  said  of  it  twenty  years  ago.  Europe  to-day 
is  living  very  largely  under  a  written  constitution. 
The  destiny  of  Europe  is  governed  by  the  four  peace 
treaties — the  Treaty  of  Versailles,  the  Treaty  of 
Trianon,  the  Treaty  of  Neuilly,  and  the  Treaty  of 
St.  Germain.  Those  Treaties,  if  you  study  them, 
will  be  found,  I  think,  to  have  changed  the  frontiers 
of  every  country  in  Europe  except  Spain  and 
Portugal,  Norway,  Sweden,  Switzerland,  and,  of 
course.  Great  Britain.  I  can  think  of  no  other 
country  which  has  not  had  its  frontiers  altered  and 
many  features  of  its  national  life  affected  by  the 
provisions  of  those  Treaties.  Those  treaties  con¬ 
stitute  the  public  law  of  Europe,  and  it  is  something 
of  a  new  experience  for  Europe  to  be  living  under  a 
visible,  formal,  public  law.  There  are,  of  course, 
objections  to  that  regime.  There  is  an  objection 
which  may  first  of  all  be  advanced  on  the  ground 
that  the  law  itself  is  bad,  that  the  provisions  of  the 
Treaties  are  unjust,  and  that  therefore  a  law  which 
imposes  those  provisions  can  never  be  a  law  making 
for  the  peace  of  Europe.  That,  of  course,  provides 
ground  for  almost  infinite  argument.  The  task  of 
re-drawing  the  frontiers  of  Europe  was  amazingly 
difficult.  It  is  very  easy  to  show  where  the  fron¬ 
tiers  are  bad,  and  as  soon  as  you  try  to  show 
how  they  might  be  made  better  you  expose  yourself 
at  once  to  your  opponent,  who  proves  that  your 
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improvement  will  in  reality  call  some  new  grievance 
into  being.  I  would  say  myself  that,  apart  from 
one  or  two  flagrant  injustices,  the  new  frontiers  are 
about  as  good  as  they  can  be  in  the  circumstances, 
or,  to  put  the  matter  in  another  way,  almost  every 
^oggested  alteration  of  the  frontiers  is  likely  to  leave 
you  worse  off  than  you  are  already.  But  however 
that  may  be,  here  is  Europe  living  under  a  public 
law  constituted  by  the  Peace  Treaties,  and  the  effect 
of  that  is  to  divide  Europe  into  two  camps,  camps 
which  are  broadly  not  so  much  those  of  the  victorious 
nations  and  of  the  defeated  nations,  as  of  those 
whose  interest  it  is  to  maintain  the  Peace  Treaties 
and  those  whose  interest  it  is  to  change  them — by 
peaceful  means  if  possible — if  not,  by  other  means. 
Here  there  is  one  problem  which  presents  itself  to 
us  as  Liberals  in  particular.  On  one  side  are  those 
who  stand  for  preserving  what  is  for  ever,  and  on  the 
other  side  are  those  who  stand  for  a  violent  and 
revolutionary  change.  We  ourselves  stand  for 
reasoned  and  peaceful  change.  The  most  difficult 
and  yet  the  most  essential  problem  to  solve  in 
Europe  is  how  to  effect  the  necessary  transition 
from  the  existing  status  quo.  You  have  your 
frontiers  fixed  :  you  have  them  embodied  in  written 
documents  (which  makes  it  more  difficult  to  change 
them,  because  you  can  only  do  so  with  the  consent 
of  the  signatories  of  those  documents),  and  yet 
you  know  and  I  know  that  those  frontiers,  although 
they  can  be  justified  to-day,  will  not  be  able  to  be 
justified  in  fifteen  or  twenty  years’  time.  How 
are  we  going  to  arrange,  under  those  conditions, 
that  those  frontiers  can  be  peacefully  and  properly 
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changed  as  human  and  national  and  political 
development  takes  place  ?  I  do  not  know  what  the 
answer  to  that  question  is.  I  simply  suggest  that 
there  is  no  problem  to  which  Liberals  in  particular 
can  more  profitably  apply  their  minds. 

We  see,  no  doubt,  certain  alleviations.  There  are 
the  Minority  Treaties.  They  do  mitigate  certain 
abuses,  but  no  one  can  contend  that  the  Hungarians 
in  Transylvania  to-day  are  living  in  happiness  and 
prosperity  under  the  protection  of  Minority  Treaties. 
I  doubt  whether  in  reality  there  is  much  to  choose 
between  the  lot  of  the  Hungarians  who  now  live 
under  Rumanian  rule  and  of  the  Rumanians  in 
the  same  territory  who  once  lived  under  Hungarian 
rule.  But  as  things  are  we  must  make  the  best  of 
these  Treaties  and  go  on  and  work  them  for  what 
they  are  worth.  We  must  hope  that  something 
may  be  done — I  think  something  is  already  being 
done  on  a  small  scale — to  prevent  a  political  frontier 
of  necessity  becoming  an  economic  frontier,  and,  as 
such,  a  cause  of  real  hardship  and  real  economic 
disaster,  particularly  when  you  have  an  empire  like 
the  old  empire  of  Austria-Hungary  broken  up  till  it 
now  forms  parts  of  no  less  than  seven  separate  States, 
each  with  its  own  tariff  frontier.  If  you  can  gradu¬ 
ally,  as,  for  example,  by  the  Economic  Conference 
which  is  going  to  be  held  next  month  at  Geneva, 
break  down  these  tariff  barriers,  you  will  have  trade 
flowing  comparatively  unimpeded  over  large  areas 
as  it  did  before  the  War,  you  will  get  aggressive 
economic  nationalism  eradicated,  and  you  will  have 
factors  of  peace  where  now  you  have  factors  of  war. 
Germany  is  definitely  evolving.  We  have  seen  one 
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stage  definitely  marked  by  the  agreement  with  regard 
to  Alsace-Lorraine,  which  Germany  accepted  openly, 
recognising  specifically  in  so  many  words,  in  the 
Treaty  of  Locarno,  her  new  western  frontier  which 
transferred  Alsace-Lorraine  to  France.  That  is  an 
evolution  in  which  you  get  definite  acceptance  of 
the  new  public  law  of  Europe.  If  that  process  can 
be  continued,  if  you  get  a  gradual  recognition  of  the 
new  frontiers,  particularly  if  it  is  found  that  the  new 
frontiers  are  not  necessarily  economic  frontiers  and 
do  not  stop  trade  and  penalise  national  industrial 
enterprise,  then  we  may  entertain  new  hopes  for  a 
peaceful  regime  in  Europe, 

Obviously,  we  cannot  to-night  take  Europe 
country  by  country  and  analyse  its  outlook  and 
consider  its  relations  with  its  neighbours  and  ask 
ourselves  how  far  that  country  is  a  factor  for  peace. 
It  is  clearly  impossible  to  do  that.  I  only  want  to 
draw  attention  to  one  or  two  political  characteristics 
which  apply  to  Europe  as  a  whole,  or  at  any  rate  to 
certain  important  parts  of  it.  The  first  general 
characteristic  I  have  already  dealt  with,  that  is, 
the  division  of  opinion  between  the  countries  whose 
interest  it  is  to  preserve  the  status  quo  as  defined  by 
the  Treaties,  and  the  countries  whose  interest  it  is 
to  get  that  status  quo  changed  by  any  means  at  their 
disposal.  Then  we  get  another  characteristic  which 
applies,  not  to  the  continent  as  a  whole,  but  to  three 
or  four  States,  some  of  them  of  importance.  I  mean 
the  temporary  disappearance  of  the  parliamentary 
system  and  the  growth  of  dictatorships,  of  which 
there  are  three  or  four  recent  instances  in  Europe. 
We  see  this  characteristic  very  conspicuous  in  Italy  ; 
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we  have  it  hardly  less  conspicuous  in  Spain,  and  we 
have  it  in  more  veiled  forms  in  Poland  and  Hungary. 
Poland  preserves  the  appearance  of  a  parliamentary 
system  in  which  the  Government  acts  subject  to  a 
kind  of  dictatorship,  but  by  no  means  so  nakedly 
as  in  Spain  and  Italy.  In  Poland  it  is  very  difficult 
to  find  out  what  part  General  Pilsudski  does  in 
fact  play  in  the  Government,  but  quite  clearly  the 
Polish  Diet  has  to  work  under  the  Dictator,  and  a 
dictatorship  prevails  in  that  country.  The  question 
arises,  does  a  dictatorship  necessarily  make  for 
war  or  for  peace  ?  As  far  as  Spain  is  concerned  we 
need  not  trouble  ourselves  much,  for  Spain  enters 
little  into  the  general  politics  of  Europe.  In  fact 
the  only  external  problem  which  brings  it  into 
contact  with  European  Powers  is  Tangier,  and  that 
we  have  already  considered.  As  to  Italy,  I  think  it  is 
difficult  to  deny  that  the  present  regime  there  is  a 
menace  to  peace.  The  temper  existing  in  Italy, 
whether  it  is  neurotic,  or  whatever  you  may  term  it, 
is  one  which  may  all  too  easily  find  expression  in  the 
form  of  a  diversion  outside  its  frontiers,  particularly 
if  such  a  diversion  seemed  to  serve  the  ends  of  Italian 
internal  politics.  We  do  not  want  to  use  unmeasured 
language  with  regard  to  any  European  State,  but 
it  is  impossible  to  view  the  situation  in  Europe 
without  feeling  that  one  of  the  possible  menaces  to 
peace  is  the  Government  of  Italy  under  the  regime 
existing  now. 

The  third  characteristic  I  would  say  very  little 
about,  because  I  have  already  touched  on  it.  That 
is,  the  need  of  certain  countries  for  expansion. 
Here  we  have  to  regard  Italy  in  a  different  light. 
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for  here  Italy  has  a  real  problem  which  must 
concern  her  under  any  Government.  Everything 
will  depend  on  the  method  in  which  she  handles  that 
problem,  and  no  one  can  doubt  that  the  prospects 
are  a  little  more  disquieting  under  the  present 
Government  than  under,  let  us  say,  the  Govern¬ 
ment  of  Giolitti.  Here  is  a  country  supporting 
a  population  which  already  taxes  its  resources  to 
the  full,  because  you  have  to  remember  that  a 
large  proportion  of  Italy  is  occupied  by  moun¬ 
tainous  and  barren  areas.  Now  Italy  is  producing 
500,000  babies  a  year.  They  have  to  live  some¬ 
how  and  somewhere.  Italian  immigration  into  the 
United  States  has  just  been  cut  down  from  close 
on  300,000  a  year  to  under  4,000  ;  that  is  to  say, 
it  is  practically  wiped  out  altogether.  Where  is 
Italy  going  to  expand  ?  She  has  hardly  any  colonies. 
She  is  already  expanding  into  France :  there  are 
half  a  million  Italians  working  in  France  to-day,  and 
that  in  itself  must  be  a  source  of  some  anxiety  to 
France  in  view  of  the  strained  relations  between  the 
two  countries.  There  are  80,000  or  more  Italians 
in  French  Tunis.  Italy  has  to  expand  somewhere. 
Africa  is  occupied,  and  there  is  no  room  in  Asia. 
Mustapha  Kemal  is  alarmed  at  the  idea  of  an  expan¬ 
sion  of  Italy  into  Asia  Minor.  Albania  has  some 
fear  of  expansion  there.  That  is  one  of  the  problems 
of  which  I  so  far  see  no  solution,  but  it  is  a  problem 
to  which  we  must  earnestly  apply  our  minds — what 
are  the  conditions  and  circumstances  under  which  a 
country  which  must  expand  can  find  outlets  for  its 
population  without  its  being  necessary  to  acquire 
new  territory  to  expand  into  ?  That  is  one  of  the 
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European  problems  which  must  have  constant  and 
anxious  thought  given  to  it,  for  if  it  is  not  handled 
wisely  and  with  considerable  breadth  of  mind  it  may 
easily  become  a  cause  of  war. 

Finally,  among  these  generalisations,  there  is  the 
great  characteristic  of  the  sense  of  insecurity  which 
still  pervades  Europe.  It  is  not  the  remotest  use 
arguing  whether  there  are  grounds  for  that  feeling  of 
insecurity  or  not ;  the  attitude  of  mind  is  dangerous, 
whether  the  fears  are  well-  or  ill-founded,  and  no 
one  who  has  travelled  at  aU  in  Europe,  or  has  been 
to  Geneva  and  has  met  the  representatives  of  the 
different  States  there,  can  doubt  the  existence  of 
that  feeling  of  insecurity.  You  may  say  that 
the  States  are  nervous,  you  may  say  that  they  are 
neurotic,  but  there  it  is :  they  are  obsessed  by  the 
fear  that  they  may  be  attacked,  and  the  whole 
of  their  national  life  is  not  merely  governed  but 
distorted  by  that  overshadowing  fear.  The  result  is 
the  armaments  which  are  maintained  at  the  present 
time — and  which  ought  to  have  been  reduced  by 
50  per  cent,  if  the  League  of  Nations  had  assumed 
the  authority  it  should  have  assumed.  We  have 
been  reading  with  a  good  deal  of  astonishment  the 
French  law  for  the  organisation  of  labour  in  time  of 
war.  It  is  a  law  which  places  the  citizens  of  France 
absolutely  at  the  disposal  of  the  French  Government 
in  time  of  war,  irrespective  of  age  or  sex.  It  applies 
not  only  to  individuals  but  associations  ;  a  trade 
union  or  any  association  that  may  be  serviceable  as 
an  association  can  be  taken  over  by  the  Government, 
and  given  its  instructions,  and  it  will  have  to  carry 
out  the  task  that  the  Government  wants  it  to  carry 
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out  in  time  of  war.  A  good  deal  of  short-sighted 
comment  has  appeared  in  this  country  about  that 
law.  It  seems  to  me  to  be  the  inevitable  fruit  of  the 
characteristic  French  logic.  France  is  planning 
ahead  and  framing  in  advance  plans  which  this 
country  and  every  other  country  improvised  when 
we  were  in  the  trough  of  war.  I  think  if  you  study 
that  law  there  are  certain  reassuring  features  about 
it.  You  find,  for  instance,  that  it  is  wholly  defensive. 
One  of  the  principles  enshrined  in  it,  moreover,  is 
equality  of  sacrifice.  War  profiteering  is  absolutely 
ruled  out,  and  the  law  is  accompanied  by  a  reduction 
of  the  period  of  military  service  by  six  months. 
France  is  preparing  herself  for  the  possibiUty  of  an 
attack  from  outside.  She  is  determined  that  if  that 
attack  should  come  it  shall  find  her  prepared  in  advance 
for  the  organisation  of  her  country  for  defence. 
That  is  one  of  the  most  conspicuous  examples  we  have 
had  recently  of  the  war  psychology  arising  from  the 
sense  of  insecurity  which  is  still  almost  the  governing 
factor  in  the  affairs  of  Europe. 

There  have,  it  is  true,  been  other  and  more 
satisfactory  results  from  this  feeling  of  insecurity. 
There  have  been  certain  regional  agreements  made 
in  the  interest  of  security.  There  has  been  the 
Little  Entente,  between  Czecho-slovakia  and  Jugo¬ 
slavia  and  Rumania,  which  has,  on  the  whole, 
made  for  peace  in  that  region  of  Europe.  There 
is,  of  course,  the  Locarno  Treaty,  which  marks  a 
great  step  in  that  direction,  because  the  statesmen 
who  negotiated  it  signed  a  preamble  in  which  they 
definitely  stated  that  the  conclusion  of  that  Treaty 
had  so  far  modified  the  insecurity  problem  that 
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now  they  could  go  forward  with  disarmament.  At 
any  rate,  it  is  something  that  we  should  have 
a  treaty  which  its  signatories  regard  as  definitely 
changing  the  whole  aspect  of  the  insecurity  problem. 
Again,  the  feeling  of  insecurity  has  undoubtedly, 
not  so  much  in  the  case  of  the  great  Powers,  but 
in  regard  to  certain  smaller  States,  made  for  the 
support  of  the  League  of  Nations.  We  cannot  get 
a  proper  view  of  the  League  of  Nations  if  we  look 
at  it  from  London  alone.  We  need  to  realise  what 
a  reality  it  is  to  the  smaller  States,  with  what 
almost  passionate  loyalty  some  of  them  cling  to 
the  League  as  their  one  visible  defence  in  a  world 
in  which  they  would  otherwise  be  defenceless.  To 
that  extent,  I  think,  that  feeling  of  insecurity  has 
been  of  unexpected  advantage — in  the  welding  of 
such  States  more  closely  to  the  League  of  Nations. 

I  must  hurry  over  one  or  two  other  points  on 
which  I  want  to  say  a  word  or  two.  There  is  the 
eternal  problem  of  the  Balkans.  I  am  not  here  to 
say  smooth  words  about  the  League  of  Nations. 
I  do  not  want  to  depict  the  League  in  any  other 
than  its  true  light.  But  it  has  always  seemed  to  me 
that  the  real  successes  of  the  League  since  its  incep¬ 
tion  have  been  the  invisible  successes,  and  the  most 
conspicuous  of  those  is  the  fact  that,  almost  contrary 
to  human  belief,  since  its  formation  there  has  never 
yet  been  a  war  in  the  Balkan  countries.  And  when 
one  or  two  little  wars  did  begin  to  break  out,  as 
between  Jugoslavia  and  Albania  in  1921  and  between 
Greece  and  Bulgaria  in  1925,  the  League  of  Nations 
intervened,  and  stamped  out  the  sparks  before  they 
spread.  But  there  is  one  vital  principle  to  be 
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observed  with  regard  to  the  Balkans.  The  real 
reason  we  had  the  Great  War  was  because  two  great 
Powers  were  contending  for  supremacy  in  the 
Balkans — Russia  and  Austria-Hungary.  It  has 
been  said  by  a  wise  European  statesman  that  the 
one  essential  condition  for  the  peace  of  Europe  is 
to  keep  every  Great  Power  out  of  the  Balkans.  As 
long  as  the  Balkans  are  left  to  themselves  they  can  be 
dealt  with  in  case  of  any  trouble.  But  the  interven¬ 
tion  of  a  Great  Power  changes  everything.  What 
makes  the  Albanian  question  so  serious  to-day  is  that 
a  certain  Great  Power  is  trying  to  get  a  foothold 
in  the  Balkans.  That  might  easily  lead  to  trouble 
which  would  menace  the  peace  of  all  Europe. 

Another  unsettling  factor  is  the  eastern  frontier  of 
Germany.  That  problem  is  baffling  enough  in  all 
conscience.  It  is  easy  to  see  many  ways  in  which 
that  frontier  could  be  drawn  differently,  but  by  no 
means  easy  to  be  sure  that  any  other  way  would  be 
better.  Any  way  must  be  a  bad  way,  and  at  the 
present  moment  the  relations  between  Poland  and 
Germany,  and  the  dissatisfaction  of  Germany  with 
that  frontier,  are  undoubtedly  factors  which  one 
must  view  with  a  certain  anxiety.  All  we  can  do  is 
to  wait  in  the  hope,  overshadowed  by  a  depressing 
cloud  of  doubt,  that  time  may  gradually  bring 
either  acquiescence  in  change  on  the  one  side  or 
acquiescence  in  the  status  quo  on  the  other. 

One  of  the  main  difficulties  that  faces  us  is  that 
at  the  present  moment  over  large  tracts  of  Europe, 
and  in  regard  to  many  problems  that  arise,  it  is 
impossible  to  reconcile  peace  with  justice.  If  you 
are  going  to  have  abstract  justice,  you  are  going  to 
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precipitate  a  war.  I  imagine  no  one  in  this  room 
would  deny  that  abstract  justice  would  require  the 
return  of  the  Southern  Tyrol  to  Austria.  Yet  if 
that  were  attempted  Italy  would  unquestionably 
go  to  war.  There  are  a  dozen  other  questions 
arising  all  over  Europe,  some  of  them  in  regard 
to  frontiers  and  other  political  conditions,  some 
in  regard  to  economics,  and  you  have  to  choose 
whether  you  will  stand  for  justice,  at  whatever  cost, 
or  whether  you  will  stand  first  of  all  for  the  preserva¬ 
tion  of  peace  and  leave  the  righting  of  the  injustice 
until  it  can  be  done  with  a  little  less  danger  of  war. 
There  is  always  this  to  consider,  that  peace  may  or 
may  not  mean  injustice,  but  that  the  worst  way  of 
establishing  justice  is  to  fling  a  country  into  war. 
Therefore,  I  am  afraid  we  shall  have  to  reconcile 
ourselves  at  the  present  moment  to  working  for  the 
preservation  of  peace  in  the  hope  that  that  will  create 
an  atmosphere  which  will  make  it  possible  to  get 
injustices  righted. 

Lastly,  there  is  an  obvious  conclusion  to  all  this, 
which  is,  that  the  hope  of  Europe  and  of  the  world 
is  the  League  of  Nations.  But  if  the  League  of 
Nations  is  to  preserve  the  peace  of  Europe  it  must  be 
a  League  which  is  stronger  and  more  representative 
and  more  loyally  supported  than  the  League  as  it 
exists  to-day.  The  League  is  making  steady  head¬ 
way.  Even  on  the  technical  side  the  comparatively 
unnoticed  work  that  it  is  doing  through  such 
organs  as  its  Economic  Committee  in  regard,  for 
example,  to  the  Austrian  and  Hungarian  recon¬ 
struction  schemes  and  the  Greek  and  Bulgarian 
refugee  schemes,  or  through  transit  reforms,  which 
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enable  trade  to  flow  with  rather  less  impediments 
than  before  across  the  continent  of  Europe,  proves 
that  the  League  is  doing  something,  at  any  rate,  to 
consolidate  peace.  That  is  also  emphasised  by  the 
fact  that  the  Foreign  Ministers  of  the  principal 
countries  in  Europe  do  to-day  meet  regularly, 
sometimes  four  times  a  year,  when  they  can  discuss 
the  many  problems  affecting  their  countries.  If  I 
remember  rightly.  Lord  Grey’s  recent  book,  which  is 
the  record  of  his  eleven  years’  stewardship  as  Foreign 
Minister  of  this  country,  mentions  only  one  instance 
of  his  meeting  a  Foreign  Minister  of  any  country  in 
the  flesh  in  those  eleven  years.  Before  the  War 
Foreign  Ministers  never  did  meet.  They  conducted 
their  negotiations  through  the  barren  medium  of 
diplomatic  dispatches  and  the  second-hand  conversa¬ 
tions  of  ambassadors.  It  is  an  enormous  reform, 
the  effect  of  which  is  not  recognised  yet,  that  the 
Foreign  Ministers  should  be  meeting  regularly  at 
Geneva  at  least  four  times  a  year.  If  time  permitted 
I  could  quote  case  after  case  in  which  controversies 
between  pairs  of  States  which  were  dragging  on 
unsettled  were  cleared  up  in  an  hour  at  Geneva  by 
conversation  between  the  Foreign  Ministers  who 
happened  to  be  there. 

I  am  convinced  that  if  we  want  to  work  for  the 
peace  of  Europe  we  shall  have  to  work  for  an  increase 
in  the  authority  and  the  prestige  of  the  League  of 
Nations.  I  do  not  complain  of  the  degree  of  support 
given  to  the  League  of  Nations  by  the  present 
Government.  After  all.  Sir  Austen  Chamberlain 
is  the  first  Foreign  Minister  who  has  made  a  practice 
of  regularly  attending  in  person  the  Council  meetings 
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of  the  League.  From  the  day  he  assumed  office 
he  has  never  missed  a  single  Council.  But  we  have  to 
increase  the  prestige  and  authority  of  the  League 
in  other  ways  than  that.  If  there  is  any  question 
that  can  be  dealt  with  internationally,  it  must  be 
dealt  with  by  the  League  machinery,  not  through 
such  a  body  as  the  Conference  of  Ambassadors. 
No  one  who  has  not  been  to  Geneva  in  the  last 
six  months  can  realise  the  enormous  progress 
effected  in  that  period.  The  entry  of  Germany  into 
the  League  was  a  great  thing  in  itself,  but  the  spirit 
in  which  Germany  came  to  Geneva  was  a  revela¬ 
tion  to  most  of  us.  That  was  exemplified  most 
particularly  at  the  Council  meetings  held  last 
month,  when  Herr  Stresemann  presided  over  the 
Council.  That  is  a  matter  for  profound  encourage¬ 
ment.  I  do  not  want,  and  you  do  not  want,  to  see 
Europe  governed  by  any  triumvirate.  We  do  not 
want  to  see  three  men  running  the  continent.  But 
at  the  same  time  we  do  want  to  see  these  three  great 
countries — our  own,  France  and  Germany — working 
in  harmony  for  the  preservation  of  the  peace  of 
Europe  on  the  principles  enshrined  in  the  League  of 
Nations  Covenant.  That  is  why  the  co-operation  of 
Sir  Austen  Chamberlain,  M.  Briand  and  Herr  Strese¬ 
mann  is  so  hopeful  a  sign,  for  so  long  as  those  three 
statesmen  are  working  together  the  representatives 
of  the  lesser  States  of  Europe  are  going  to  be  with 
them  heart  and  soul.  I  asked  a  very  prominent 
statesman  in  Europe  quite  recently  whether  he 
believed  that  Great  Britain,  France  and  Germany 
could  between  them  preserve  the  peace  of  Europe 
even  against  the  threats  coming  from  another 
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Great  Power.  He  said  that  he  believed  they  could. 
If  that  is  so,  and  if  this  co-operation  can  be  continued, 
we  have  ground  for  much  encouragement,  and  in 
making  the  League  of  Nations  the  basis  of  our  hopes 
we  are  surely  applying  all  the  principles  which 
appeal  to  us  as  Liberals.  It  is  because  I  am  a 
Liberal  that  I  am  a  supporter  of  the  League  of 
Nations,  and  it  is  because  I  am  a  supporter  of  the 
League  of  Nations  that  I  find  myself  compelled  to 
be  a  Liberal. 
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"AFTER  THE  ECONOMIC  CONFERENCE  AT 
GENEVA:  A  POSTSCRIPT” 

By  W.  T.  LAYTON,  C.H. 

The  World  Economic  Conference  which  took  place 
at  Geneva  in  May  last  more  than  fulfilled  the 
expectations  outlined  in  my  lecture  on  the  “  Free 
Trade  Movement  in  Europe.”  ^  Fifty  nations  were 
represented  there,  including,  besides  members  of  the 
League,  the  United  States,  Russia,  Turkey  and 
Egypt.  The  delegates,  194  in  all,  assisted  by 
157  experts,  were  not  official  spokesmen  of  their 
Governments,  but  expressed  their  own  views  and 
voted  in  their  personal  capacity.  All  except  ten 
or  twelve  were,  however,  selected  by  the  respective 
Governments,  and  were  presumably  representative 
of  national  opinion.  Many  varied  interests  were 
represented.  Employers,  workers,  co-operators, 
agriculturists,  bankers,  economists  and  officials  were 
all  included.  There  were  some  30  civil  servants, 
chiefly  officials  of  the  commerce  departments  of 
Europe,  44  Ministers  or  Deputies,  half  of  whom  were 
sitting  Members  of  Parliament.  The  International 
Chamber  of  Commerce  sent  five  delegates,  while 
the  representation  of  women  was  strengthened  by 
the  special  appointment  of  three  delegates  by  the 
League  Council  itself.  The  Conference  worked 
under  the  Chairmanship  of  M.  Theunis,  former 
Prime  Minister  of  Belgium. 

*  See  page  223. 
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The  Report  of  the  Conference  starts  with  a  short 
resume  of  the  economic  situation  of  the  world  and 
the  problems  which  have  been  created  by  the  new 
conditions  following  the  War.  While  not  attempting 
to  give  a  full  analysis,  this  account  distinguishes 
passing  from  permanent  changes  due  to  the  War  or 
to  great  secular  trends.  Whatever  the  causes, 
however,  such  factors  as  the  financial  burdens  of 
war — both  internal  and  external — the  stopping  of 
streams  of  migration,  the  growing  industriahsation 
of  distant  countries,  the  economic  morcellement  of 
Europe,  have  created  a  situation  in  which  a  new  and 
far-seeing  policy  is  required  instead  of  the  exclusive 
and  nationalist  policy  pursued  in  the  years  imme¬ 
diately  following  the  War. 

“  Both  in  its  trade  relations  with  other  continents 
and  in  its  own  internal  intercourse,  Europe  under  the 
special  circumstances  of  the  dayurgentlyneeds  greater 
liberty  for  trade  and  commerce.  In  actual  fact,  this 
liberty  is  substantially  less  than  before  the  War.” 

After  this  survey,  the  Report,  which  was  adopted 
unanimously — the  delegations  of  Russia  and  Turkey 
alone  abstaining  from  voting — proceeds  to  the  reso¬ 
lutions,  recommendations,  etc.,  passed  by  the  three 
main  Conferences — namely,  those  on  Commerce, 
Industry,  and  Agriculture.  From  the  international 
point  it  is  the  first  of  these  which  is  the  most  im¬ 
portant,  and  the  Commerce  Report  is  naturally  the 
most  detailed  and  comprehensive.  It  is  arranged 
under  four  heads,  namely :  (i)  Liberty  of  Trading ; 
(2)  Customs  Tariffs  (Form,  Stability,  etc.) ;  (3)  Com¬ 
mercial  Pohcy  and  Treaties  ;  (4)  Indirect  Means  of 
Protecting  National  Trade  and  National  Navigation. 
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Under  (i)  Liberty  of  Trading,  the  Conference  re¬ 
commended,  among  other  matters,  {a)  that  nations 
should  accept  the  draft  International  Convention 
for  the  Abolition  of  Import  and  Export  Pro¬ 
hibitions  and  Restrictions  ”  at  a  Diplomatic  Con¬ 
ference  to  be  called  in  October,  and  (&)  that  the 
Economic  Committee  of  the  League  of  Nations 
should  draw  up  a  Convention  on  the  economic  and 
fiscal  treatment  of  foreigners  with  a  view  to  putting 
an  end  to  discrimination. 

Under  (2)  Customs  Tariffs.  It  was  recommended 
that  steps  should  be  taken  to  simplify  and  stabilise 
tariffs.  It  is  desirable  that  nations  should  adopt  a 
common  agreed  nomenclature.  There  should  be 
fewer  tariff  headings,  and  these  as  objective  as 
possible,  with  no  sub-headings  intended  merely  to 
discriminate  between  articles  of  different  origin. 
Commercial  treaties  should  be  for  as  long  a  period 
as  possible,  and  the  customs  procedure  should 
allow  a  trader  the  right  of  appeal  to  some  specified 
Court  if  he  felt  there  had  been  unjust  application. 
Countries  should  ratify  the  Convention  simplifying 
Customs  formalities,  which  had  been  drawn  up  in 
1923. 

Under  (4)  Indirect  Means  of  Protecting  National 
Trade  and  National  Navigation.  Nations  were  urged 
to  ratify  the  Conventions  of  Barcelona  on  Freedom 
of  Transit  and  of  Geneva,  on  International  Regime 
of  Railways  and  Maritime  Ports,  and  so  greatly 
reduce  such  checks  to  trade  as  traders  have  to  face 
at  present  on  the  Danube  and  other  waterways  that 
pass  through  different  countries.  It  also  condemned 
the  practice  of  dumping  as  “  creating  a  state  of 
21 
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insecurity  in  production  and  commerce  ”  and  exer¬ 
cising  a  harmful  influence  “  quite  out  of  proportion 
to  the  temporary  advantage  resulting  from  cheap 
imports,”  and  urged  that  every  measure  should  be 
taken  to  establish  stable  conditions  of  production 
and  to  reduce  the  excessive  Customs  tariffs  of  export¬ 
ing  countries  “  which  make  possible  the  practice  of 
dumping.” 

Far  the  most  impressive  recommendations  are, 
however,  those  of  section  3  on  Commercial  Policy 
and  Treaties,  in  which  the  Conference  speaks  with 
definiteness  and  force  which  is  rather  unusual  in  an 
international  report. 

This  section  begins  by  declaring  that  “  recovery 
from  the  effects  of  the  War  has  been  unduly  delayed, 
and  that  the  foreign  commerce  of  all  nations  is  in 
greater  or  less  degree  seriously  hampered  by  existing 
obstacles  to  trade.”  It  records  the  fact  that, 
though  the  more  extreme  forms  of  obstruction  intro¬ 
duced  immediately  after  the  War  have  partially 
disappeared,  tariffs — which  have  recently  shown  a 
tendency  to  rise — are  for  the  most  part  higher  than 
before  the  War  (particularly  in  the  case  of  manu¬ 
factured  articles).  In  Europe,  moreover,  their 
number  has  been  increased  through  the  pohtical 
readjustments  arising  out  of  the  War.  Their  harmful 
effect  upon  trade  is  increased  by  the  frequent  changes 
made  in  them.  The  Report  proceeds  to  enumerate 
various  causes  that  have  produced  this  state  of 
affairs,  including  financial  disturbances,  the  desire 
to  protect  new  industries  or  those  that  have  been 
artificially  expanded  as  a  result  of  the  War,  and 
the  practice  of  introducing  tarifs  de  combat  for 
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bargaining  purposes.  The  Report  specifically  dis¬ 
claims  any  intention  of  expressing  a  judgment  on  the 
fundamental  principles  of  free  trade  or  protection, 
but  it  points  out  that  the  attempt  to  attain  self- 
sufficiency  is  an  unattainable  ideal  for  most 
nations,  that  it  is  a  mistake  to  suppose  that  it  is 
always  more  advantageous  for  a  nation  to  diminish 
its  imports  than  to  increase  its  exports,  and  that 

excessive  protection  which  reduces  national  pro¬ 
duction  and  purchasing  power,  in  the  end  defeats 
its  own  object.”  High  protection  also  encourages 
dumping,  which  disorganises  world  markets  and 
is  a  dangerous  cause  of  economic  conflict  between 
nations. 

The  Conference  has  therefore  come  to  certain 
definite  conclusions  which  it  bases  on  four  proposi¬ 
tions,  viz.  :  that  harmful  effects  are  being  produced 
by  high  and  constantly  changing  tariffs  ;  that  a 
substantial  improvement  in  economic  conditions  can 
be  obtained  by  increased  facilities  for  international 
trade  and  commerce  ;  that  tariffs,  though  within 
the  sovereign  jurisdiction  of  separate  States,  are  not 
a  mere  matter  of  domestic  concern,  but  greatly 
affect  the  trade  of  the  whole  world  ;  and  that  some 
of  the  causes  that  have  caused  the  increase  in  trade 
barriers  since  the  War  have  largely  disappeared, 
while  others  are  diminishing.  Proceeding  from  these 
premises,  the  Conference  declares  that  “  the  time 
has  come  to  put  an  end  to  the  increase  in  tariffs  and 
to  move  in  the  opposite  direction.”  This  policy 
should  be  carried  into  effect  by  efforts  along  four 
lines,  viz. :  (i)  immediate  action  by  separate  States 
to  remove  or  diminish  barriers  that  hamper  trade. 
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starting  with  those  imposed  to  counteract  war 
disturbances  ;  (2)  bilateral  action  in  the  form  of 
commercial  treaties  ;  (3)  the  abandonment  of  the 
practice  of  imposing  tarifs  de  combat  in  advance 
of  negotiations  ;  (4)  an  effort  by  the  Economic 

Organisation  of  the  League  of  Nations  “  on  the  basis 
of  the  principles  enunciated  ”  by  the  Conference 
to  secure  “  further  action  by  the  respective  States 
with  a  view  to  promoting  the  equitable  treatment 
of  commerce  by  eliminating  or  reducing  the 
obstructions  which  excessive  customs  tariffs  offer 
to  international  trade.”  In  this  connection  it 
is  recommended  that  the  League  should  consult 
representatives  of  Governments,  including  those  of 
non-member  States,  and  of  international  bodies 
representing  Commerce,  Industry,  Agriculture  and 
Labour. 

The  Report  proceeds  to  condemn  the  practice  of 
penalising  imported  goods  by  means  of  differential 
international  taxes  ;  and  to  declare  that  as  the  free 
movement  of  raw  materials  is  essential  for  a  healthy 
development  of  world  trade,  export  taxes  should  be 
as  low  as  fiscal  requirements  and  exceptional  and 
compelling  circumstances  permit,  and  should  in  any 
case  not  be  discriminatory. 

The  Conference,  having  in  mind  the  need  of 
restoring  the  system  of  long-term  commercial 
treaties  and  recognising  that  any  such  system  must 
be  built  up  on  the  mutual  grant  of  unconditional 
most-favoured-nation  treatment,  recommends  that 
this  important  guarantee  should  be  given  the  widest 
and  most  liberal  interpretation,  though  it  is  for  each 
State  to  judge  in  what  cases,  and  to  what  extent. 
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this  fundamental  guarantee  should  be  embodied  in 
any  particular  treaty.  The  Economic  Organisation 
of  the  League  should  examine  the  possibility  of 
securing  a  standard  form  of  commercial  treaty  and 
uniform  principles  as  to  the  interpretation  and  scope 
of  the  most-favoured-nation  clause.  Lastly,  the 
Conference  recommends  the  various  States  to 
consider  the  desirability  of  providing  in  their 
commercial  treaties  for  the  decision  of  disputed 
questions  of  interpretation  or  application  by  arbi¬ 
tration  or  by  reference  to  the  Permanent  Court  of 
International  Justice,  possibly  under  some  modified 
procedure. 

The  Conference  found  more  hope  in  restoring 
prosperity  through  these  means  than  by  any  drastic 
suggestions  with  regard  to  International  Industrial 
Organisation.  It  discussed  with  keen  interest  the 
question  of  international  cartels,  but  the  debate 
revealed  such  a  conflict  of  views  that  the  Report 
contents  itself  with  the  statement  that  the  field  for 
such  agreements  was  only  a  very  limited  one,  and 
that  where  any  such  were  formed  it  is  necessary 
that  they  should  not  lead  to  an  artificial  rise  in 
prices  which  would  injure  consumers,  and  they 
should  give  due  consideration  to  the  interests  of  the 
workers. 

The  Conference  did  not  recommend  that  inter¬ 
national  machinery  should  be  set  up  to  control 
international  cartels,  since  there  was  not  even 
uniformity  in  the  national  legislation  relating  to 
trusts  and  monopolies.  They  recommended,  how¬ 
ever,  that  the  League  of  Nations  should  “  closely 
follow  these  forms  of  international  industrial  co- 
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operation”  and  their  economic  effects,  and  collect 
and  publish  relevant  data.  It  considered  publicity 
the  best  safeguard  against  abuse. 

The  Conference  also  made  recommendations  about 
nationalisation  of  industry  generally  and  the  com¬ 
pilation  of  industrial  statistics. 

The  Agricultural  Report  proposed  that  ”  all 
hindrances  to  the  free  circulation  of  trade  in  agri¬ 
cultural  products  should  be  removed  in  so  far  as 
their  removal  does  not  endanger  the  vital  interests 
of  the  different  countries  and  their  workers,”  and 
made  proposals  as  regards  agricultural  credit  and 
co-operation,  international  campaigns  against  dis¬ 
eases  of  plants  and  animals,  forestry  and  other 
matters. 

These  resolutions  cover  a  vast  field  and  fore¬ 
shadow  an  era  of  international  discussion  and 
co-operation  in  many  new  directions.  The  ke5mote 
of  the  Conference,  however,  was  clear.  In  his  final 
speech  in  closing  the  Conference,  the  Chairman 
observed  that  if  he  had  to  sum  up  in  a  few  words 
the  most  striking  feature  of  the  Conference,  he  could 
not  do  it  better  than  in  a  sentence  from  the  Report 
of  Commerce  Commission  : 

”  In  spite  of  the  variety  of  questions  raised,  the 
diversity  of  theories,  and  the  legitimate  national 
sentiments  of  all  those  who  took  part  in  the  discus¬ 
sion,  one  important  and  extremely  encouraging  fact 
has  emerged  :  and,  having  emerged,  has  become 
increasingly  manifest  as  the  work  has  advanced. 
This  fact  is  the  unanimous  desire  of  the  members  of 
the  Conference  to  make  sure  that  this  Conference 
shall,  in  some  way,  mark  the  beginning  of  a  new 
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era,  during  which  international  commerce  will 
successively  overcome  all  obstacles  in  its  path  that 
unduly  hamper  it,  and  resume  that  general  upward 
movement  which  is  at  once  a  sign  of  the  world’s 
economic  health  and  the  necessary  condition  for  the 
development  of  civilisation.” 

These  far-reaching  recommendations,  which  were 
strongly  supported  by  a  great  Congress  of  the  Inter¬ 
national  Chamber  of  Commerce  at  Stockholm  in 
July,  have  already  been  accepted  by  the  Govern¬ 
ments  of  Austria,  Belgium,  Holland,  Czecho¬ 
slovakia,  and  Germany,  who  have  declared  their 
willingness  to  act  on  them  forthwith  if  other  nations 
will  do  likewise. 

At  the  June  meeting  of  the  Council  of  the  League, 
Herr  Stresemann,  Foreign  Secretary  for  Germany, 
reported  on  the  results  of  the  Conference,  and  the 
Economic  Committee  of  the  League  was  specially 
called  together  in  July  to  commence  work  upon  it, 
though  it  is  expected  that  in  September  the  Com¬ 
mittee  will  be  reconstituted  and  strengthened  in 
order  to  fit  it  for  so  heavy  and  responsible  a  task  as 
is  involved  in  the  attempt  to  translate  these  recom¬ 
mendations  into  action.  Perhaps  the  most  signifi¬ 
cant  facts  are  that  the  German  Cabinet  has  already 
given  instructions  to  the  Economic  Council  of  the 
Reich  to  prepare  a  new  tariff  ”  with  a  view  to  lowering 
duties,”  and  that  the  threatened  increase  in  the 
French  tariff  has,  for  the  moment  at  all  events,  been 
postponed.  The  financial  resolutions  of  Brussels 
took  seven  years  to  put  into  effect.  The  policy  of 
the  Economic  Conference  may  take  as  long  or 
longer.  M.  Theunis  warned  the  Conference  in  his 
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closing  words  that  they  must  not  expect  results 
as  if  by  enchantment.  “  But  whether  the  fruits 
of  our  labours  are  gathered  by  ourselves  or  by 
those  who  succeed  us — we  know  that  the  time 
will  come  when  mankind  will  be  the  happier  for 
our  work.” 
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